AUTHENTICATED , 
U.S. GOVERNMENT ^ 
INFORMATION ' 


TAXPAYER ADVOCATE REPORT AND LOW-INCOME 
TAXPAYER CLINICS 


HEARING 

BEFORE THE 

SUBCOMMITTEE ON OVERSIGHT 

OF THE 

COMMITTEE ON WAYS AND MEANS 
HOUSE OF REPRESENTATIVES 

ONE HUNDRED SEVENTH CONGRESS 

FIRST SESSION 

JULY 12, 2001 

Serial No. 107-32 


Printed for the use of the Committee on Ways and Means 



U.S. GOVERNMENT PRINTING OFFICE 
74-412 PS WASHINGTON : 2001 


For sale by the Superintendent of Documents, U.S. Government Printing Office 
Internet: bookstore.gpo.gov Phone: (202) 512—1800 Fax: (202) 512—2250 
Mail: Stop SSOP, Washington, DC 20402-0001 


COMMITTEE ON WAYS AND MEANS 

BILL THOMAS, California, Chairman 


PHILIP M. CRANE, Illinois 
E. CLAY SHAW, Jr., Florida 
NANCY L. JOHNSON, Connecticut 
AMO HOUGHTON, New York 
WALLY HERGER, California 
JIM McCRERY, Louisiana 
DAVE CAMP, Michigan 
JIM RAMSTAD, Minnesota 
JIM NUSSLE, Iowa 
SAM JOHNSON, Texas 
JENNIFER DUNN, Washington 
MAC COLLINS, Georgia 
ROB PORTMAN, Ohio 
PHIL ENGLISH, Pennsylvania 
WES WATKINS, Oklahoma 
J.D. HAYWORTH, Arizona 
JERRY WELLER, Illinois 
KENNY C. HULSHOF, Missouri 
SCOTT McINNIS, Colorado 
RON LEWIS, Kentucky 
MARK FOLEY, Florida 
KEVIN BRADY, Texas 
PAUL RYAN, Wisconsin 


CHARLES B. RANGEL, New York 
FORTNEY PETE STARK, California 
ROBERT T. MATSUI, California 
WILLIAM J. COYNE, Pennsylvania 
SANDER M. LEVIN, Michigan 
BENJAMIN L. CARDIN, Maryland 
JIM MCDERMOTT, Washington 
GERALD D. KLECZKA, Wisconsin 
JOHN LEWIS, Georgia 
RICHARD E. NEAL, Massachusetts 
MICHAEL R. McNULTY, New York 
WILLIAM J. JEFFERSON, Louisiana 
JOHN S. TANNER, Tennessee 
XAVIER BECERRA, California 
KAREN L. THURMAN, Florida 
LLOYD DOGGETT, Texas 
EARL POMEROY, North Dakota 


Allison Giles, Chief of Staff 
Janice Mays, Minority Chief Counsel 


Subcommittee on Oversight 
AMO HOUGHTON, New York, Chairman 


ROB PORTMAN, Ohio 
JERRY WELLER, Illinois 
KENNY C. HULSHOF, Missouri 
SCOTT McINNIS, Colorado 
MARK FOLEY, Florida 
SAM JOHNSON, Texas 
JENNIFER DUNN, Washington 


WILLIAM J. COYNE, Pennsylvania 
MICHAEL R. McNULTY, New York 
JOHN LEWIS, Georgia 
KAREN L. THURMAN, Florida 
EARL POMEROY, North Dakota 


Pursuant to clause 2(e)(4) of Rule XI of the Rules of the House, public hearing records 
of the Committee on Ways and Means are also published in electronic form. The printed 
hearing record remains the official version. Because electronic submissions are used to 
prepare both printed and electronic versions of the hearing record, the process of converting 
between various electronic formats may introduce unintentional errors or omissions. Such occur- 
rences are inherent in the current publication process and should diminish as the process 
is further refined. 



CONTENTS 


Page 

Advisories announcing the hearing 2 

WITNESSES 

Internal Revenue Service, Nina E. Olson, National Taxpayer Advocate 6 


Book, Leslie, Federal Tax Clinic, Villanova University School of Law 41 

Cohen, Alan H., Low-Income Taxpayer Clinic, Ithaca College 31 

Community Tax Aid, Inc., Jeffrey S. Gold 60 

Community Tax Law Project, Timothy B. Heavener 48 

Rich, Dixon R., Jr., Low-Income Taxpayer Clinic, University of Pittsburgh 

School of Law 36 

Spragens, Janet, Federal Tax Clinic, Washington College of Law, American 
University 53 

SUBMISSIONS FOR THE RECORD 

Center for Law & Human Services, Chicago, IL, statement 71 

Hood, Edwin T., University of Missouri-Kansas City School of Law, letter 72 

Tharrington, Angel, University of North Carolina at Greensboro, letter and 
attachment 73 


iii 




TAXPAYER ADVOCATE REPORT AND 
LOW-INCOME TAXPAYER CLINICS 


THURSDAY, JULY 12, 2001 

House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Oversight, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 6:05 p.m., in room 
1100 Longworth House Office Building, Hon. Amo Houghton 
(Chairman of the Subcommittee) presiding. 

[The advisory and revised advisory announcing the hearing fol- 
lows:] 


( 1 ) 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON OVERSIGHT 

FOR IMMEDIATE RELEASE CONTACT: (202) 225-7601 

July 3, 2001 
No. OV-4 


Houghton Announces Hearing on 
Taxpayer Advocate Report and Low- Income 
Taxpayer Clinics 

Congressman Amo Houghton (R— NY), Chairman, Subcommittee on Oversight of 
the Committee on Ways and Means, today announced that the Subcommittee will 
hold a hearing on the Taxpayer Advocate report and the Low-Income Taxpayer Clin- 
ic program. The hearing will take place on Thursday, July 12, 2001, in the 
main Committee hearing room, 1100 Longworth House Office Building, be- 
ginning at 2:00 p.m. 

Oral testimony at this hearing will be from invited witnesses only. However, any 
individual or organization not scheduled for an oral appearance may submit a writ- 
ten statement for consideration by the Subcommittee and for inclusion in the print- 
ed record of the hearing. 

BACKGROUND: 

The position of Taxpayer Advocate was established by the 1996 Taxpayer Bill of 
Rights, replacing the original Taxpayer Ombudsman that had been created by the 
Internal Revenue Service (IRS) in 1979. Taxpayers suffering significant hardships 
or long delays can appeal to the Taxpayer Advocate Service for assistance. The Tax- 
payer Advocate must submit a report each year to the Committee on Ways and 
Means and identify its objectives for the coming fiscal year. 

Section 3601 of the IRS Restructuring and Reform Act of 1998 established a pro- 
gram to grant up to $6 million to low-income taxpayer clinics. This program arose 
from a 1997 recommendation by the National Commission on Restructuring the IRS 
that the IRS provide financial assistance to these clinics. No clinic can receive more 
than $100,000 per year; the funds must be matched by private money and each clin- 
ic must re-apply for a grant after three years. 

In announcing the hearing, Chairman Houghton stated, “The Taxpayer Advocate 
Service is already showing great strength in providing an independent voice for tax- 
payers. In addition, a true success story of the IRS Restructuring Act is the funding 
for low-income taxpayer clinics, which provide valuable assistance to taxpayers hav- 
ing problems with the IRS.” 

FOCUS OF THE HEARING: 

Congress will review the Taxpayer Advocate report in order to assess the mission 
and priorities for the upcoming year. The hearing will also address the functioning 
and funding of the Low-Income Taxpayer Clinic program. 

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS: 

Any person or organization wishing to submit a written statement for the printed 
record of the hearing should submit six (6) single-spaced, copies of their statement, 
along with an IBM compatible 3.5-inch diskette in WordPerfect or MS Word format, 
with their name, address, and hearing date noted on a label, by the close of business 
on Thursday, July 26, 2001, to Allison Giles, Chief of Staff, Committee on Ways and 
Means, U.S. House of Representatives, 1102 Longworth House Office Building, 
Washington, D.C. 20515. If those filing written statements wish to have their state- 
ments distributed to the press and interested public at the hearing, they may de- 
liver 200 additional copies for this purpose to the Subcommittee on Oversight office, 
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room 1136 Longworth House Office Building, by close of business the day before the 
hearing. 

FORMATTING REQUIREMENTS: 

Each statement presented for printing to the Committee by a witness, any written statement 
or exhibit submitted for the printed record or any written comments in response to a request 
for written comments must conform to the guidelines listed below. Any statement or exhibit not 
in compliance with these guidelines will not be printed, but will be maintained in the Committee 
files for review and use by the Committee. 

1. All statements and any accompanying exhibits for printing must be submitted on an IBM 
compatible 3.5-inch diskette in WordPerfect or MS Word format, typed in single space and may 
not exceed a total of 10 pages including attachments. Witnesses are advised that the Com- 
mittee will rely on electronic submissions for printing the official hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. A witness appearing at a public hearing, or submitting a statement for the record of a pub- 
lic hearing, or submitting written comments in response to a published request for comments 
by the Committee, must include on his statement or submission a list of all clients, persons, 
or organizations on whose behalf the witness appears. 

4. A supplemental sheet must accompany each statement listing the name, company, address, 
telephone and fax numbers where the witness or the designated representative may be reached. 
This supplemental sheet will not be included in the printed record. 

The above restrictions and limitations apply only to material being submitted for printing. 
Statements and exhibits or supplementary material submitted solely for distribution to the 
Members, the press, and the public during the course of a public hearing may be submitted in 
other forms. 


Note: All Committee advisories and news releases are available on the World 
Wide Web at “http://www.house.gov/ways means/”. 

The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225—1721 or 202-226- 
3411 TTD/TTY in advance of the event (four business days notice is requested). 
Questions with regard to special accommodation needs in general (including avail- 
ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 

NOTICE— CHANGE IN TIME 


ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 


SUBCOMMITTEE ON OVERSIGHT 


FOR IMMEDIATE RELEASE 

July 9, 2001 

No. OV-4-Revised 


CONTACT: (202) 225-7601 
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Change in Time for Subcommittee Hearing 
on Taxpayer Advocate Report and Low-Income 
Taxpayer Clinics 

Congressman Amo Houghton, (R— NY), Chairman of the Ways and Means Sub- 
committee on Oversight, today announced that the Subcommittee hearing on the 
Taxpayer Advocate Report and Low-Income Taxpayer Clinics, previously scheduled 
for Thursday, July 12, 2001, at 2:00 p.m., in the main Committee hearing room, 
1100 Longworth House Office Building, will be held instead at 4:00 p.m. 

All other details for the hearing remain the same. (See Subcommittee Advisory 
No. OV-4 released on July 3, 2001.) 


Chairman Houghton. Ladies and gentlemen, this is rather ab- 
rupt, but I think we would like to start the hearing on the Report 
of the Taxpayer Advocate of the Oversight Committee. 

So would you all come up here. And, frankly, if it is all right with 
you, Mr. Coyne, maybe we could all come up in terms of the 
panel — Ms. Olson but also Professor Book and Professor Spragens, 
Professor Rich and Professor Cohen and Mr. Heavner and Mr. 
Gold. I don’t know if you can all sit at that table, but if you can, 
it would be great. 

Again, I apologize very much. It was all Mr. Coyne’s fault. And 
we are going to start this thing and end it promptly. 

What I would appreciate you doing, if you could, is if there is 
anybody who has to leave early — I know Mr. Coyne has to leave — 
that we will just put you right on after Ms. Olson. 

So if that is OK, then why don’t we just start. I have just got 
a couple of comments to make. 

I am delighted you all are here. I thank you for your patience. 
These are important hearings. Particularly we are going to review 
the report of the Taxpayer Advocate, who is doing an absolutely 
outstanding job, Nina Olson. You all know her. You know her rep- 
utation. She has done a great job. 

Then, following Ms. Olson, we are going to have representatives 
of low-income taxpayer clinics. 

You probably know, if not, let me say that in 1998 Congress rec- 
ognized the need to provide assistance to taxpayers who are not 
able to afford proper assistance when faced with significant Inter- 
nal Revenue Service (IRS) problems. So why don’t we go into our 
testimony; and, Ms. Olson, if you could begin we sure would appre- 
ciate — oh, wait a minute, wait a minute. I am sorry. Mr. Coyne has 
got a statement. 

[The opening statement of Chairman Houghton follows:] 

Opening Statement of Hon. Amo Houghton, M.C., New York, and Chairman, 
Subcommittee on Oversight 

Good afternoon. Our hearing today will review the report of the Taxpayer Advo- 
cate and receive the views of individuals who run clinics that assist low-income tax- 
payers. While these are two distinct programs within the Internal Revenue Service, 
they share the common goal of assisting taxpayers with the maze of laws, regula- 
tions and procedures of our income tax system. 

Our first witness, the Taxpayer Advocate, Nina Olson, also provides a unique 
bridge between the activities of the Taxpayer Advocate Service and the performance 
of Low-Income Taxpayer Clinics. Ms. Olson was a leader in the low-income tax 
world, having established the first clinic some nine years ago. 
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We value the mission of the Taxpayer Advocate Service — that of advocacy on be- 
half of taxpayers. While working within the IRS structure, we expect Taxpayer Ad- 
vocates to be a strong voice for the little guy. And we expect the IRS Commissioner 
and the other functional units in the IRS to listen to the recommendations of the 
Taxpayer Advocate. 

Your key goals, advocating changes in tax law or procedures that reduce taxpayer 
burden, and assisting taxpayers in resolving problems with the IRS, are ones that 
we in Congress, on a bipartisan basis, strongly support. We look forward to working 
with you in achieving your mission. 

Our second panel today is comprised of representatives of Low-Income Taxpayer 
Clinics. In 1998, Congress recognized the need to provide assistance to taxpayers 
who are not able to afford proper assistance when faced with significant IRS prob- 
lems. 

The low-income taxpayer clinic program provides grants to law, business, or ac- 
counting schools, or to nonprofit groups providing tax assistance. This funding, a 
total of only $6 million from the IRS budget, and limited to matching private funds 
up to $100,000 per clinic per year, enables low-income taxpayers to receive appro- 
priate representation when faced with disputes with the IRS. In addition, the clinics 
provide important tax information to individuals for whom English is a second lan- 
guage. 

I’m very pleased that one of our witnesses today is Professor Allen Cohen, rep- 
resenting the Ithaca College Low-Income Taxpayer Clinic. This clinic serves many 
taxpayers in my district in New York, and I appreciate your important work. 

Many of our hearings and the daily stories in the papers focus on problems with 
the Internal Revenue Service. The IRS does have problems, but today we are 
pleased to talk about two successes — the Taxpayer Advocate Service and Low-In- 
come Taxpayer Clinics. 

I am pleased to yield to our ranking Democrat, Mr. Coyne. 


Mr. Coyne. Mr. Chairman, I just would like to submit a state- 
ment for the record so we can move along with the hearing. 
Chairman Houghton. OK. Fine. 

[The opening statement of Mr. Coyne follows:] 

Opening Statement of Hon. William J. Coyne, M.C., Pennsylvania 

As Ranking Member of the Subcommittee on Oversight, I want to welcome Ms. 
Nina Olson to today’s hearing. Ms. Olson is the Internal Revenue Service’s new Tax- 
payer Advocate and an articulate spokesperson for taxpayers in need of assistance. 
It is particularly appropriate that her testimony is followed by distinguished rep- 
resentatives of low-income tax clinics throughout the country. Ms. Olson is one of 
the country’s best known advocates of low-income taxpayer assistance and an excel- 
lent choice to head the IRS National Taxpayer Advocate’s Office. 

As a Member of the IRS Restructuring Commission, I remember well our discus- 
sions about how fairness dictates that all taxpayers have access to professional as- 
sistance in resolving their tax controversies with the IRS. Too often simple IRS no- 
tices or minor amounts of taxes due can turn into complicated and expensive tax 
problems. Many taxpayers do not know how to navigate the multi-faceted IRS sys- 
tem. This is particularly true for those who cannot afford to hire accountants or are 
not proficient in English. This is why I urged the IRS Commission and the Ways 
and Means Committee, in adopting the 1998 IRS Restructuring and Reform Act, to 
include special matching funds for tax clinics to serve those in need. 

The tax clinic program has been in place now for three years and, by all reports, 
it has been a great success. The grants for low-income clinics have grown each year 
and, for fiscal year 2001, are funding over 102 clinics at a total cost of $6 million. 
This is a program that deserves our support. 

I am personally proud that two universities located in Pittsburgh, Pennsylvania, 
are operating low-income tax clinics. The University of Pittsburgh School of Law 
and the Duquesne University School of Law are recipients of low-income tax clinic 
grants, and they are doing a great job. I want to personally welcome Mr. Dixon 
Rich, from the Pittsburgh Law School clinic. Professor Rich and Clinic Director Mar- 
tha Mannix have been instrumental in providing my constituents with top-rate as- 
sistance in handling IRS tax problems. 

I also want to thank Subcommittee Chairman Houghton for arranging this hear- 
ing. Oversight of IRS programs is one of the most important things this Sub- 
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committee does. There is much we can learn from our hearing witnesses today. In 
reviewing operation of the tax clinic program, I look forward to our discussion 
of:how the program can be improved, what low-income tax clinic taxpayers find most 
difficult in complying with our tax laws, andwhich tax code provisions could be sim- 
plified to reduce complexitytaxpayer confusion, and unnecessary dealings with the 
IRS 

This information will be particularly helpful during the Subcommittee’s joint 
hearing next week on tax simplification. 

Thank you. 


Chairman Houghton. Would anybody else like to — would you 
like to say something? 

OK. Good. So what I would like to do is if I could call on Ms. 
Olson first, and then I will go right to Alan Cohen. All right. Thank 
you very much. 

STATEMENT OF NINA E. OLSON, NATIONAL TAXPAYER 
ADVOCATE, INTERNAL REVENUE SERVICE 

Ms. Olson. Mr. Chairman and Members of the Committee, 
thank you for inviting me here today to discuss the Taxpayer Advo- 
cate Service’s (TAS) plans for fiscal year 2002. 

First, I would like to thank you for your support and guidance 
that the Subcommittee has given me personally and the Taxpayer 
Advocate Service collectively. Your interest encourages us to meet 
our goals as defined by the Restructuring Act. 

What is the Taxpayer Advocate Service’s mission? section 7803 
sets out four objectives. Only one of those objectives addresses di- 
rect casework. The other three involve advocacy about systemic 
problems. 

TAS, as we call the Taxpayer Advocate Service, is first charged 
with helping taxpayers resolve their problems with the IRS. I find 
it very interesting that Congress does not direct TAS to actually do 
the problem solving. That is the difference from the former problem 
resolution program, where problem resolution officers actually 
made decisions on cases, pursuant to the district director’s author- 
ity. 

With the independent reporting structure of TAS under the Na- 
tional Taxpayer Advocate, TAS employees derive their authority 
from the statute and from the National Taxpayer Advocate. 

What powers — or authorities — do the Taxpayer Advocate Service 
employees have to accomplish its mission? 

First, we have the ability to issue Taxpayer Assistance Orders. 
Under 7811 we can order the IRS to cease an action or to take an 
action. As best as I can determine, these actions are limited to pro- 
cedural provisions. That is, a TAS employee can stop a levy if it 
will create a significant hardship, but he or she cannot order a rev- 
enue officer to accept a particular offer in compromise or require 
a revenue agent to reach a specific result in an audit. We can only 
ask them to review the case and consider our recommendations. 

In addition to our statutory authority, the Commissioner has de- 
termined that it makes good sense for TAS employees to actually 
resolve simple repetitive or routine cases. I believe that this com- 
bination of statutory and what we call delegated authorities en- 
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ables TAS to help taxpayers resolve their tax problems without 
turning the Taxpayer Advocate Service into a shadow IRS. 

I must stop here, however, to acknowledge that there is a miss- 
ing link in the tax system. There are cases where the IRS cannot 
correct its errors or mistakes because the laws prevent us from 
doing so. This happens in all legal systems; and where the remedy 
at law fails or is insufficient, equity steps in. Such a remedy would 
be unique in a tax administration system. I believe, however, that 
Congress should vest the Commissioner with that authority to 
render equitable relief in instances of hardship where the IRS has 
committed a wrong that shocks the conscience of all taxpayers if 
it went uncorrected. It may also be appropriate to authorize the 
National Taxpayer Advocate to recommend such relief to the Com- 
missioner and to investigate the proposed possible hardship. We 
are working on this proposal and hope to include it in our Decem- 
ber report to you all. 

The pressures on TAS to assume more and more responsibility 
for actually deciding taxpayer cases is illustrated by our recent in- 
ventory study. This study demonstrates that for fiscal year 2000 
and year to date 2001 over 80 percent of the cases that came to 
TAS during that period arrived because of the Service’s failure to 
timely act or because of some other systemic failure. It is stunning 
to me that so much of our inventory consists of essentially overflow 
from the Service’s operating divisions. 

There are many reasons for this predicament. First and foremost 
is the issue of resources. Our study indicates that when IRS exam- 
ination or collection employees are pulled away from their regular 
duties, as they have been in the last few filing seasons when they 
fill in on phones or walk-in sites, cases back up in operating divi- 
sions and ultimately end up in TAS. With the stable initiative, we 
expect the situation to improve. 

A second reason for the overflow is a historical lack of attention 
to planning around normal business cycles. It is my opinion that 
in the past planning for examination and collection initiatives oc- 
curred in somewhat of a vacuum. For example, the Service might 
plan to send out deficiency notices on December 29th. This notice 
gives the taxpayer 90 days to file in Tax Court to protest a pro- 
posed assessment. The taxpayer can call the IRS during the 90-day 
period to attempt to resolve the case. But the 90-day period occurs 
during filing season when our phone traffic is greatest. So the tax- 
payer is unable to reach the IRS, doesn’t file in Tax Court because 
they are scared and ultimately ends up in TAS after the 90 days. 
This situation could be avoided with more careful IRS planning. 

I am pleased to report that TAS has gotten the attention of the 
IRS on this issue. TAS representatives are now regularly included 
in task forces, compliance initiatives and employee meetings. For 
example, we are active participants in the recent offer in com- 
promise designed task force and are participating in the exam re- 
engineering design team. 

The TAS inventory study enables us to present the operating and 
functional divisions with concrete information that they can incor- 
porate in their planning processes. 

Recently, we provided Wage and Investment with inventory fig- 
ures on a particular area called uncontrolled correspondence. Tax- 



8 


payer correspondence is controlled when we receive it at the IRS 
and enter it on our document retrieval system. When an item is en- 
tered on that system taxpayers can call the IRS and we can tell 
where it is and check on the processing of that document, where 
it is in the IRS. If correspondence is uncontrolled, we can only tell 
that it has been received and we can’t answer any taxpayer ques- 
tions. These cases fall out to TAS. 

As a result of us showing the Wage and Investment Division 
what was happening with TAS receipts in response to their uncon- 
trolled correspondence, Wage and Investment improved their con- 
trolled correspondence by 15 percent through the first 6 months of 
the fiscal year. We were then able to see a 10-percent decline in 
TAS uncontrolled correspondence cases. This direct correlation 
came from our working off of our inventory study. 

We are currently providing monthly inventory updates to the op- 
erating divisions and will continue to use that data to encourage 
them to handle their cases better and prevent them from coming 
to TAS. 

I believe that the Taxpayer Advocate Service needs to better ar- 
ticulate the nature of its advocacy. We are often the first people in 
the IRS to hear the taxpayer out in full. We can help the taxpayer 
work through the maze of IRS procedures and functions; we can as- 
sess the merits of the case and make a recommendation about the 
disposition of the case. If we feel the IRS is not responding appro- 
priately to the taxpayer situation, we can keep advocating, raising 
the issue up through the Service to highest levels; and, most impor- 
tantly, if we and the rest of the Service are unable to offer the tax- 
payer relief because of an administrative or legislative impediment, 
we can advocate to the IRS or to you in Congress for administra- 
tive or legislative change. 

These tasks require discipline, vision and dedication. I believe 
that the employees of the Taxpayer Advocate Service possess all 
three qualities. 

Thank you. 

Chairman Houghton. Thank you very much. 

[The prepared statement of Ms. Olson follows:] 

Statement of Nina E. Olson, National Taxpayer Advocate, Internal Revenue 

Service 

THE NATIONAL TAXPAYER ADVOCATE’S FISCAL YEAR 2002 
OBJECTIVES REPORT TO CONGRESS 


BACKGROUND 

The Internal Revenue Service Restructuring and Reform Act of 1998 (Public Law 
105-206, “RRA 98”) requires the National Taxpayer Advocate to submit semiannual 
reports to the House Ways and Means Committee and the Senate Finance Com- 
mittee. The reports must be submitted directly to the Committees without any prior 
comment from the Internal Revenue Commissioner, the Secretary of the Treasury, 
any other Treasury officer, or the Office of Management and Budget. The first re- 
port, to be submitted by June 30 of each year, must identify the objectives of the 
Taxpayer Advocate Service for the fiscal year beginning in that calendar year. This 
report is submitted in accordance with Internal Revenue Code (IRC) Section 
7803(c)(2)(B)(i); it details the activities and objectives planned by the Office of the 
National Taxpayer Advocate for Fiscal Year 2002. 

INTRODUCTION 

In his Fiscal Year 2001 Objectives Report to Congress, National Taxpayer Advo- 
cate W. Val Oveson identified six major objectives for the Taxpayer Advocate Service 
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(TAS). These objectives encompass a broad array of activities. The objectives derive 
from TAS’ Congressional charge, found in IRC Section 7803(c)(2), to assist taxpayers 
in resolving problems with the Internal Revenue Service (IRS), and to identify and 
propose administrative or legislative solutions to those problems arising from tax- 
payer dealings with the IRS. These objectives are set forth in Appendix I. 

Since assuming the position of National Taxpayer Advocate on March 1, 2001, I 
have worked to refine TAS’ strategic goals in order to implement the objectives de- 
scribed above. The Taxpayer Advocate Service identified several major strategies, 
operational priorities, and improvement projects for fiscal years 2002 and 2003 as 
part of the Service’s strategic planning process. TAS’ four major strategies for fiscal 
years 2002 and 2003 are as follows: 

• Advocate changes in tax law or procedures that reduce taxpayer burden and im- 
prove IRS effectiveness; 

• Identify significant sources of TAS casework and work with the Operating Divi- 
sions on strategies to reduce inappropriate TAS workload; 

• Improve TAS’ ability to identify and respond to taxpayer concerns; and 

• Ensure that the human resources component of the Taxpayer Advocate Service 
is adequate to meet its workload demands. 

I submit for your review and comment, in the pages following, reports of various 
TAS operational areas and programs that address these major strategies. I include 
descriptions of our current and future plans for case processing (including the dele- 
gation and implementation of additional case resolution authorities); systemic advo- 
cacy (including the Annual Report to Congress); human resources (staffing and 
training); toll-free telephone access to TAS caseworkers; communications and liaison 
(internal and external outreach and publicity); and citizen advocacy panels. 

I believe these activities present a clear picture of the nature and scope of the 
Taxpayer Advocate Service’s efforts to assist taxpayers resolve tax problems, be they 
individual cases or systemic in nature. However, I have also identified several 
themes for fiscal year 2002 which bridge all of the Taxpayer Advocate Service’s op- 
erations and which speak to its fundamental mission of advocacy on behalf of tax- 
payers. Each of these inquiries will assist the Taxpayer Advocate Service in devel- 
oping a definition of advocacy, a code of practice for its employees, and an under- 
standing of its underlying, or core, values. 

Some of the issues we expect to explore during fiscal year 2002 and thereafter 
include: 

What does it mean to be a taxpayer advocate within the Internal Rev- 
enue Service? Congress charged the National Taxpayer Advocate and her em- 
ployees with assisting taxpayers to resolve their tax problems. Under what cir- 
cumstances may a taxpayer advocate refuse to accept a case or say “no” to a 
taxpayer? Should a TAS employee advance a taxpayer’s position, regardless of 
its merits? At what point should a taxpayer advocate accept the Internal Rev- 
enue Service’s determination in a given case and cease to advocate on behalf 
of the taxpayer? 

What is the extent of the National Taxpayer Advocate’s (and her 
delegatees’) authority to resolve taxpayer problems? Are TAS employees 
merely facilitators or mediators between taxpayers and other IRS functions? 
Should they be authorized to render substantive determinations in taxpayer 
cases? What role should TAS play in taxpayer examinations that are open in 
other IRS operating divisions? 

What is the appropriate composition of TAS inventory according to 
hardship criteria? As a general rule, should TAS receipts reflect a predomi- 
nance of financial hardship cases over those involving a delay of more than 30 
days over normal processing time? In achieving the appropriate balance, what 
efforts should TAS undertake to reach out to taxpayers who have given up on 
their cases or who have fallen between the cracks of our tax administration sys- 
tem? 

What standards of practice should TAS employees be held to? Should 
we zealously advocate for a taxpayer’s position or temper our representation 
with objectivity and independence? When should Local Taxpayer Advocates 
keep taxpayer contact or communications confidential from the rest of the Serv- 
ice? To whom do TAS employees owe a duty of care? 

What is the appropriate measure of the Taxpayer Advocate Service’s 
performance and success? Should casework be measured by the number of 
cases closed, or the number of days it takes to complete a case, or the decline 
in the number of cases received? Should advocacy be measured by the number 
of Taxpayer Assistance Orders or Taxpayer Advocate Directives issued, or the 
number of advocacy projects started (or completed), or the number of legislative 
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recommendations adopted, or the inclusion of TAS representatives in IRS plan- 
ning meetings, task forces, and other initiatives? 

Fiscal Year 2002, then, will witness the beginning of the Taxpayer Advocate Serv- 
ice’s exploration of its core values. We will conduct this inquiry using a number of 
methods including: 

• internal dialog within the Taxpayer Advocate Service; 

• discussions with other IRS employees, managers, executives, and the National 
Treasury Employees Union; 

• presentations to and discussions with members of Congress and their staffs, 
and with taxpayers, tax practitioners, and other professionals; 

• analysis of TAS’ casework and methodologies; and 

• examination of the standards of practice to which external taxpayer advocates 
adhere. 

I do not expect that the Taxpayer Advocate Service will answer these questions 
during fiscal year 2002. I do, however, anticipate that TAS will undertake this in- 
quiry and that we will be open to new approaches and models, even as we affirm 
old ones. The Taxpayer Advocate Service will evolve its own standards of practice, 
to which its employees can both aspire and adhere. I am honored to be a participant 
in this process, and I look forward to reporting to you in the future about our 
progress toward these goals. In the sections that follow, I believe you will see how 
the Taxpayer Advocate Service plans to establish a foundation for success in this 
exciting endeavor. 

TAXPAYER ADVOCATE SERVICE CASEWORK 
Derivation of TAS Authority 

Prior to the creation of the Taxpayer Advocate Service as a separate and inde- 
pendent function within the Internal Revenue Service, cases involving significant 
taxpayer hardship were addressed through the Service’s Problem Resolution Pro- 
gram (PRP). Problem Resolution personnel were located in each district, region, and 
service center, as well as in the National Office. Although in most instances the 
Taxpayer Assistance Order (TAO) authority provided in section 7811 of the Code 
was delegated to Problem Resolution caseworkers, in practice this authority was not 
the basis upon which the vast majority of taxpayer issues and problems were re- 
solved. 

Generally, Problem Resolution personnel were district or service center employ- 
ees. They did not report to the Taxpayer Advocate or the Taxpayer Ombudsman but 
to the individual district or service center director for their post of duty. Since dis- 
trict directors were delegated broad authority to address, administer, and enforce 
the internal revenue laws, employees of the district (including Problem Resolution 
personnel) were able to resolve many taxpayer issues based on the authority dele- 
gated to the district or center director, irrespective of it being specifically related 
to a position description. 

Many people, both within and outside the IRS, believe that Problem Resolution 
personnel exercised their authorities as a function of their positions as Problem Res- 
olution caseworkers. In actuality, these authorities (except those described in IRC 
Section 7811) derived from the reporting relationship of the employee to the district 
or center director, and the director’s authority to enforce and administer the inter- 
nal revenue laws. The ability of a Problem Resolution caseworker to address sub- 
stantive issues of the taxpayer or to take certain administrative actions not cur- 
rently available to the Taxpayer Advocate Service (TAS) was unrelated to his or her 
PRP status, but rather a function of his or her status as a district or center em- 
ployee. 

Congress changed the Taxpayer Advocate Service’s organizational reporting struc- 
ture in RRA 98 in order to ensure an independent problem-solving function within 
the IRS. The prior IRS Problem Resolution Program was replaced by a system of 
local and area Taxpayer Advocates who report directly to the National Taxpayer Ad- 
vocate — the Taxpayer Advocate Service. 

Beginning in 1998, the structure of the entire IRS changed. Authorities that were 
delegated to the various field components of the Service responsible for administra- 
tion and enforcement processes (district directors and service center directors) are 
now delegated to the Operating Division within the Service responsible for admin- 
istering those issues (Wage and Investment, Tax Exempt/Government Entities, 
Small Business/Self Employed, and Large and Mid-Sized Business). Taxpayer Advo- 
cate Service employees are not included in this delegation chain, since Congress 
mandated that TAS employees report to the National Taxpayer Advocate. 
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The Taxpayer Advocate Service’s Authority Today 

Under the new IRS reorganization, the National Taxpayer Advocate (NTA) pos- 
sesses certain statutory authorities that enable her to assist taxpayers who are ex- 
periencing or are about to experience a significant hardship. These include the au- 
thority to issue a Taxpayer Assistance Order (TAO), either ordering the IRS to take 
an action or to cease an action (a “direct” TAO) or ordering the IRS to review a deci- 
sion already or about to be made (a “review” TAO). TAOs may be issued by the 
NTA, taxpayer advocate area directors, and local taxpayer advocates. TAOs are re- 
viewable by the Commissioner, Deputy Commissioner, and National Taxpayer Advo- 
cate. 

The Commissioner has delegated to the National Taxpayer Advocate the authority 
to issue a Taxpayer Advocate Directive (TAD), addressing a system-wide adminis- 
trative or procedural problem affecting many taxpayers. The TAD must address a 
process or procedure that creates undue burden, infringes upon the rights of tax- 
payers, or results in inequitable treatment of taxpayers. The National Taxpayer Ad- 
vocate has the sole authority to issue a TAD. TADs are reviewable by the Commis- 
sioner and Deputy Commissioner of Internal Revenue. 

Absent any other delegation of authorities from the Commissioner of Internal 
Revenue, the ability of the National Taxpayer Advocate or her employees to act on 
behalf of taxpayers is limited to those actions described in these statutory authori- 
ties. Since the establishment of the Taxpayer Advocate Service in RRA 98, the Com- 
missioner has delegated to the National Taxpayer Advocate numerous authorities 
relating to procedural resolution of taxpayer problems. The NTA has, in turn, re- 
delegated them to TAS employees. 

On January 17, 2001, the Commissioner delegated the accounts management au- 
thority of the Customer Service function to the National Taxpayer Advocate. The 
NTA will redelegate these authorities, contained in the Internal Revenue Manual, 
to TAS employees at the beginning of fiscal year 2002, following an intensive all- 
TAS training program during the late summer and early fall of 2001. These authori- 
ties enable TAS employees to perform many of the Customer Service related func- 
tions on routine cases that do not involve substantive determinations and thereby 
provide more efficient service to taxpayers. 

It is a misnomer to describe the Taxpayer Advocate Service’s authority to resolve 
taxpayer problems as “merely” procedural. While it is true that Taxpayer Advocate 
Service employees cannot and should not make substantive determinations in cases, 
they can still influence the outcome of a case. TAS employees can make sure that 
IRS employees making the substantive determination have all of the information 
necessary for making an informed decision. They can also make a recommendation 
of an appropriate resolution to the deciding employee. Finally, if the TAS employee 
believes that another function reached an incorrect result, the employee can con- 
tinue to discuss the case with that function, including managers, and ultimately ele- 
vate it up to the National Taxpayer Advocate. 

TAS employees have the ability and obligation to advocate on behalf of taxpayers, 
to the extent appropriate for each case. The Taxpayer Advocate Service will under- 
take a program-wide analysis of “advocacy” during fiscal year 2002. We will develop 
training materials and workshops that highlight advocacy, case preparation and 
presentation, conflict management, and negotiation skills. 

The Taxpayer Advocate Service must not set itself up as a second IRS. We cannot, 
through our desire to resolve individual cases, become an accomplice to masking and 
sustaining systemic problems. Advocacy sometimes entails stepping back and taking 
a broader view of the situation and proposing a system-wide solution. The National 
Taxpayer Advocate believes that this approach is authorized by Congress in IRC 
Sections 7803 and 7811. 

National Customer Service Agreements 

Taxpayers turn to the Taxpayer Advocate Service for relief when Internal Rev- 
enue Service processes and procedures do not work as intended. The National Tax- 
payer Advocate is committed to providing immediate assistance and to working with 
IRS Operating and Functional Divisions to improve service to taxpayers. 

During fiscal year 2001, the Taxpayer Advocate Service developed a template for 
agreements that we propose to enter into with each of the divisions with regard to 
the processing of TAS cases by Operating and Functional Division employees. These 
National Customer Service Agreements will clearly define the roles and responsibil- 
ities of all individuals involved in TAS casework. 

The Taxpayer Advocate Service expects that these agreements will help to ensure 
consistency with both taxpayer treatment and case processing. We also hope to es- 
tablish uniform standards for the processing of work when TAS employees do not 
have the delegated authority to effect a complete resolution of the taxpayer’s prob- 



12 


lem. We believe that the National Customer Service Agreements will enable us to 
measure our performance against defined expectations and standards. We plan to 
negotiate, execute, and implement these agreements during fiscal year 2002. 

The Taxpayer Advocate Service is currently operating in an environment where 
there are numerous local agreements for processing cases but no one consistent ve- 
hicle to provide direction to all employees throughout the Internal Revenue Service. 
In crafting the National Customer Service Agreements, we plan to review the exist- 
ing local agreements and determine the best practices for different types of cases 
and procedures. These best practices will be incorporated into the National Cus- 
tomer Service Agreements. 

There may be instances when the National Customer Service Agreements do not 
meet the specific needs of local areas. In these cases, we will work with the local 
areas and the Operating and Functional Divisions to develop site-specific proce- 
dures. We will also continue to review the National Customer Service Agreements 
to ensure that we are handling taxpayer cases in the most expeditious and accurate 
manner possible. 

TAS ADVOCACY INITIATIVES 

Casework is only one aspect of the Taxpayer Advocate Service’s activities. TAS 
is also charged with advocating for systemic changes that will help resolve taxpayer 
problems. Internal Revenue Code Section 7803 requires the Taxpayer Advocate 
Service to identify areas in which taxpayers experience problems with the IRS and 
to propose possible administrative and legislative changes that may mitigate such 
problems. 

The Taxpayer Advocate Service’s advocacy function, which culminates annually in 
the National Taxpayer Advocate’s Activities Report to Congress, is not divorced from 
the TAS casework component. Our casework frequently helps us identify specific 
problems that affect a large number of taxpayers which can only be solved at the 
operating division or Service-wide level or through legislative changes. The TAS In- 
ventory Study, discussed in this Report, is a valuable tool for advocacy as well as 
case and personnel management. 

Operating Division Taxpayer Advocates 

The TAS advocacy function is primarily conducted by advocacy analysts reporting 
to two Operating Division Taxpayer Advocates (ODTAs), who in turn report to the 
ODTA Executive. Each Operating Division Taxpayer Advocate is responsible for 
issues arising in two of the four Operating Divisions — Wage and Investment/Tax Ex- 
empt Government Entities and Small Business Seif-Employed/Large and Mid-sized 
Businesses. 

Operating Division Taxpayer Advocates are responsible for identifying and raising 
the awareness of systemic issues within IRS Operating and Functional Divisions 
that impact taxpayers. They work with the Operating and Functional Division man- 
agers to determine the best solutions for systemic problems and to build support for 
initiating changes in policies and procedures to resolve those problems. 

Advocacy Analysts are located in various TAS offices throughout the nation. They 
work with the Operating and Functional Divisions to identify and analyze the root 
cause(s) of taxpayer problems. They also support joint advocacy projects and efforts. 
The advocacy analyst’s ultimate objective is to prevent or reduce taxpayer burden, 
represent taxpayer interests during the decision-making processes, improve cus- 
tomer service, and address inequitable treatment of taxpayers. 

All Taxpayer Advocate Service employees are encouraged to identify potential ad- 
vocacy issues and submit advocacy suggestions to the appropriate Operating Divi- 
sion Taxpayer Advocate. The ODTA staff screens the suggestions for quality and 
currency; suggestions are then entered into a tracking database. Suggestions may 
be assigned to an advocacy analyst or referred to the appropriate Operating or 
Functional Division for further action. The ODTA staff monitors and reports on 
project activities in a variety of ways; examples include: 

• Advocacy projects are tracked using the Service-Wide Action Plan (SWAP) data- 
base system. ODTA advocacy analysts use the system to establish project plans, 
update project information, and monitor project status. Advocacy analysts 
across the country can access the database. 

• Advocacy analysts use the SWAP system data to prepare project status reports 
for the ODTA Directors and Executive Director and the National Taxpayer Ad- 
vocate. ODTA Directors also use the system to submit quarterly updates as part 
of the Business Performance Review System (BPRS). The NTA briefs the Com- 
missioner on the information included in BPRS reports. 

• Taxpayer Advocate white papers, position papers involving administrative or 
legislative recommendations that address taxpayer problems, are issued inter- 
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mittently in response to issues arising outside the Annual Objectives Report 
cycle. 

The Taxpayer Advocate Service also receives many legislative proposals from TAS 
and IRS employees as well as from taxpayers, the Citizen Advocacy Panels (CAPs), 
and the tax practitioner community. The team that prepares the Annual Activities 
Report to Congress reviews the proposed legislative recommendations and further 
develops suggestions that address tax law complexity, taxpayer equity, or taxpayer 
burden. 

Annual Activities Report to Congress 

The National Taxpayer Advocate is required to report to Congress at the end of 
each calendar year about its activities for the past year. Among other items, this 
report must contain a summary of the 20 most serious taxpayer problems and the 
10 most litigated tax issues. This report also provides recommendations for resolv- 
ing or mitigating those problems and compliance burdens through either adminis- 
trative or legislative action. IRC Section 7803(c)(2)(B)(ii). 

The 2001 Annual Activities Report to Congress will reflect some changes in ap- 
proach from previous reports. For example, we will present two lists of the 20 most 
serious taxpayer problems. We will draw one list from the Taxpayer Advocate Man- 
agement Information System (TAMIS) which will indicate the 20 issues (broadly de- 
fined) about which taxpayers most frequently request help from the Taxpayer Advo- 
cate Service. Our second “Top 20” list will be developed hy a team of TAS advocacy 
and casework employees. This list will be drawn from the collective knowledge and 
experience of TAS employees. 

We will report on our legislative and administrative recommendations in three 
ways. First, we will propose at least five recommendations that address issues of 
broad taxpayer impact. We will identify the number and categories of taxpayers af- 
fected and the paperwork, processing, and compliance burdens associated with those 
issues, both from the taxpayer and IRS perspectives. We will also identify any pri- 
vacy or business systems implications of these issues. We will describe the operation 
and history (where appropriate) of each of these provisions. Finally, we will submit 
a proposal to eliminate or lessen the problem for taxpayers. 

The second list of recommendations will include descriptions of proposals that are 
currently under consideration by the Taxpayer Advocate Service but are not yet de- 
veloped to the level of a recommendation. We believe this list is valuable because 
it identifies issues that have already surfaced as problems but do not have a readily 
achievable solution as of report publication. The Taxpayer Advocate Service will con- 
tinue to work on these issues. They may form the basis of legislative recommenda- 
tions in future annual reports or in TAS white papers. We believe that by identi- 
fying the problems we will encourage informed discussion about them and speed res- 
olution. 

The final list of recommendations will consist of brief proposals that have been 
identified by TAS employees, IRS Operating or Functional Division employees, tax 
professionals, or taxpayers as problems requiring a legislative solution. The pro- 
posals included in this list will all need further development; however, we hope that 
their inclusion will stimulate interest and solicit additional information and solu- 
tions from the public and the IRS. 

The Taxpayer Advocate Service employees who are working on the Annual Activi- 
ties Report are approaching their work with one overriding question in mind — what 
is the particular perspective or piece of information that the Taxpayer Advocate 
Service can contribute to the discussion that is unique to TAS? Clearly, Congress 
felt that the Taxpayer Advocate Service could add something to Congress’ own anal- 
ysis of taxpayer problems. Thus, we hope that the National Taxpayer Advocate’s 
2001 Annual Report to Congress will not be a re-hash of old solutions but will pro- 
vide fresh insight, information, and experience from the point of view of advocates 
who operate within the IRS. 

TAXPAYER ADVOCATE SERVICE INVENTORY STUDY 
Background 

Understanding the Taxpayer Advocate Service case inventory is an essential first 
step to accomplishing the Taxpayer Advocate Service’s strategic objectives. (See Ap- 
pendix II.) During fiscal year 2001, we conducted a study to determine the major 
components of TAS caseload and the relationship between Operating Division inven- 
tories and TAS receipts. The study results provide the framework for our fiscal year 
2002-2003 strategic plans. In fiscal year 2002, we will continue to update our study 
monthly to identify workload trends and emerging issues. We will share this anal- 
ysis with the Operating Divisions and use the study to coordinate our approach to 
systemic problem solving. 
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Inventory Study Methodology 

During fiscal year 2001, the Taxpayer Advocate Service convened an inventory 
study task force. The task force members gathered report data from TAS and Oper- 
ating Division management information systems. They captured TAS receipts by 
month for fiscal years 2000 and 2001. They then linked TAS receipts to Operating 
Division inventories for the same periods, using major issue codes. (Major issue 
codes are numeric codes utilized on the Taxpayer Advocate Management Informa- 
tion System (TAMIS) to indicate the major issue presented in each TAS case.) The 
task force used data from Operating Division reports to capture receipts, closures, 
and ending inventories. TAS focused on Operating Division ending inventories be- 
cause we believed that, as ending inventories increase and age, taxpayers begin to 
turn to TAS for assistance. 

The Taxpayer Advocate Service previously identified problems with major issue 
code accuracy. The data reviewed by the task force reflected these problems, and 
the team took steps to address the issues in our study. The study team sampled 
850 cases to test the accuracy of the major issue codes assigned to the cases. In 
some instances, results from this sample led to the reassignment of cases by major 
issue code (for analysis purposes only). 

We initially selected five program areas for review based on perceived inventory 
problems and level of TAS impact: 

1. Accounts Management (Adjustment) Correspondence, 

2. Automated Underreporter (AUR), 

3. Earned Income Tax Credit (EITC), 

4. Innocent Spouse, andOffers in Compromise (OIC). 

We established a correlation between IRS Operating Division ending inventories 
and TAS receipts for fiscal year 2000. We wanted to see if we could predict TAS 
workload receipts in important program areas based on the inventory relationships. 

We later expanded the study to address ten major categories of TAS receipts/Op- 
erating Division inventory using fiscal year 2001 receipts: 


Continued from Fiscal Year 2000 

1. Accounts Management (Adjustment) Cor- 
respondence 

2. Automated Underreporter (AUR) 

3. Earned Income Tax Credit (EITC) 

4. Offer In Compromise (OIC) 

5. Innocent Spouse 


Added for Fiscal Year 2001 

6. Audit Issues (Other than EITC) 

7. Collection Issues, other than Offer In 
Compromise (OIC) 

8. Other (Miscellaneous) 

9. Processing Returns 

10. Refunds ( Lost/Stolen/Undeliverable) 


We continue to make predictions as we update our inventory study data monthly. 
Using our current data, we are now able to identify workload trends. Some trends 
are attributable to the normal IRS workload shifts associated with filing season. 
Others reflect changes in Operating Division programs and shifting staffing alloca- 
tions. We continue to refine our analyses as we gather additional data and observe 
these trends. 

Inventory Study Results 

The results of the study provide data for TAS to use in achieving our strategic 
objectives. 

Identify Significant Sources of Taxpayer Advocate Casework. Current data 
indicates that most taxpayer cases come to TAS as a result of systemic or proce- 
dural problems (including delay) and not as the result of significant hardship, threat 
of adverse action, irreparable harm, or significant cost concerns — the issues that 
TAS is uniquely designed to resolve. As illustrated in Figure 1, only 14 percent of 
cases meet significant hardship criteria, as defined by IRC Section 7811(a)(2)(A), 
(C), and (D). These cases are shown in Figure 1 as criteria codes one through four. 
Cases in which the IRS did not achieve intended results within expected periods 
comprise 80 percent of TAS receipts. These cases are shown in Figure 1 as criteria 
codes five through seven. 
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Figure l 

Major sources of TAS Inventory are shown in the Figure 2. We identified a strong 
relationship between Operating Division workload delays and TAS receipts in the 
fiscal year 2000 inventory study. First, we found that the percentage of taxpayers 
likely to contact TAS for assistance is much higher in cases in which taxpayer re- 
funds are delayed. Second, as inventories in the Operating Divisions increase and/ 
or age, there is a similar increase in TAS receipts. 
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KEY 

AUR — Automated Under Reporter 
EITC — Earned Income Tax Credit 
OIC — Offer in Compromise 

Figure 2 

The relationship between TAS receipts and adjustment inventories is shown in 
Figure 3. As the inventory builds in the Operating Divisions, TAS receipts build as 
well. 
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Operations’ improvements in service led to corresponding reductions in TAS in- 
ventory receipts. The Wage and Investment Operating Division achieved a 15 per- 
cent improvement in controlling taxpayer correspondence in Adjustments for the 
first half of fiscal year 2001. “Controlled” correspondence is written taxpayer com- 
munication that is received by the IRS, and entered onto the Integrated Data Re- 
trieval System (IDRS). Once an item is entered on IDRS, all employees with IDRS 
access can identify that the correspondence has been received and is in the queue 
for being worked. TAS experienced a corresponding 10 percent reduction in Adjust- 
ments inventory receipts, even as Service-wide total adjustments inventories in- 
creased. By entering taxpayer correspondence into the IDRS database sooner, Wage 
and Investment is able to respond directly to taxpayer follow-up inquiries instead 
of referring the case to the Taxpayer Advocate Service. 

The Wage and Investment Operating Division also achieved a significant improve- 
ment in IRC Section 6015 (“Innocent Spouse”) case processing by consolidating the 
program, strengthening communication with taxpayers, and streamlining work proc- 
esses. Innocent spouse claim processing periods are lengthy in order to protect the 
rights of both parties filing a joint return, therefore, program improvements are not 
reflected quickly in TAS inventories. Even so, the Taxpayer Advocate Service is al- 
ready experiencing a 16 percent decrease in case receipts. 

Work with IRS to Improve Service; Advocate Changes in Tax Law or Proce- 
dures. TAS inventories are due, in part, to staffing shortages in the Operating Divi- 
sions. As Operations workload ages due to staffing shortfalls, taxpayers are nega- 
tively impacted. 

The inventory study points to areas in which service can be improved, whether 
through streamlining work processes, adjusting the workload mix to minimize the 
impact of seasonal workload pressures on taxpayers, or making legislative rec- 
ommendations to improve program administration. We are discussing the study with 
the Operating Divisions and are exploring with them ways to improve service. In fis- 
cal year 2002, TAS will he able to identify each case’s point of origin by business 
unit (e.g. Wage and Investment or Appeals). The ultimate goal is to provide better 
service to the public at the first point of contact with the IRS thereby reducing the 
need for taxpayers to come to the Taxpayer Advocate Service. 

One area of mutual concern is the growing Earned Income Tax Credit (EITC) in- 
ventory. This program, more than most, affects taxpayers whose refunds are de- 
layed. As the Operating Divisions continue to focus on improving compliance in the 
EITC population, we expect a dramatic increase in TAS receipts. Based on current 
fiscal year 2001 receipts and aging inventories in the Operating Divisions, we pre- 
dict a 50 percent increase in TAS EITC receipts. TAS and the Wage and Investment 
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Operating Division have agreed to work together to improve EITC audit processes 
and procedures. 

We have not assessed the potential impact of recent changes in tax law in the 
EITC program, or changes recommended in the National Taxpayer Advocate’s Fiscal 
Year 2000 Annual Activities Report to Congress, on future EITC inventories. 

Ensure TAS Employees Can Meet Workload Demands; Improve Ability to 
Respond to Taxpayer Concerns. The National Taxpayer Advocate believes that 
current TAS staffing levels should be maintained during fiscal years 2001 and 2002. 
I derive this conclusion from the TAS casework levels projected in the inventory 
study. The projected levels were based on our analysis of past receipts and adjusted 
for changes in programs within the Operating Divisions. 

While we do not expect the total numbers of receipts to change significantly, we 
believe there may be a shift in the inventory mix and in workload locations. As IRS 
consolidates programs such as Offers in Compromise and EITC to specific sites, we 
may need to change the TAS offices assigned to resolve the cases. We will analyze 
inventory and predict workload shifts based on the Operating Divisions’ program 
strategies and workload consolidation plans. 

Understanding the workload mix and the ways in which it is expected to change 
will be useful in recruitment and training decisions. As the workload shifts, training 
plans will be adjusted to fill knowledge and skill gaps. Managers may need to re- 
cruit employees with the necessary skills to meet new workload demands. Through- 
out fiscal year 2002 and thereafter, TAS managers, executives, and Strategic 
Human Resources staff, in partnership with the National Treasury Employees 
Union (NTEU), can utilize the inventory analysis and predictions of workload shifts 
to plan for employee recruitment and development. 

Summary 

This study suggests that the Taxpayer Advocate Service should continue to mon- 
itor receipts by category to identify trends in Operating Division inventories. Using 
this data, TAS will work with the Operating Divisions throughout fiscal year 2002 
to improve service, which should ultimately reduce the number of cases that are 
transferred to TAS due to service delays, or system or procedural problems. We will 
continue to provide updates of the inventory study to TAS leadership, interested Op- 
erating Division Commissioners, and NTEU. 

TAS EMPLOYEE TRAINING INITIATIVES 
Introduction 

A highly skilled, well-trained workforce is key to the accomplishment of the Tax- 
payer Advocate Service’s mission. During fiscal year 2002, we will focus on the de- 
velopment and execution of a corporate approach to training and education. This ef- 
fort, which will incorporate both strategic and tactical initiatives, will ensure that 
TAS employees are provided the skills and abilities they need to perform their jobs 
and will also promote their professional development and career progression within 
both TAS and the IRS. 

Development of A Strategic — Multi-Year Training Plan 

With the assistance of a contractor experienced in strategic planning, we will de- 
sign the first ever TAS four-year strategic training plan. The plan will enable the 
Taxpayer Advocate Service to develop employees in response to evolving customer 
and casework bases. The plan will also allow us to recruit and retain those employ- 
ees, by demonstrating the organizational commitment to their professional and per- 
sonal development. 

The multi-year training plan will include an annual TAS-wide training meeting 
that will offer beginning and advanced training programs for TAS employees. Ses- 
sion topics may included technical skills, conflict management, case management, 
management techniques, communications skills, ethics, stress management, Tax- 
payer Advocate Management Information System (TAMIS), and the legislative proc- 
ess. The TAS-wide program will be complemented by training sessions held at local 
offices designed to address issues specific to those locales. TAS will also coordinate 
with the other Operating and Functional Divisions so that TAS employees can at- 
tend training programs offered by other divisions. 

The Taxpayer Advocate Service recently established a TAS training advisory 
board with our collective bargaining partner, the National Treasury Employees 
Union (NTEU). This board will assist in the review and monitoring of the TAS 
training effort, the evaluation of training priorities, and the crafting of training rec- 
ommendations to the National Taxpayer Advocate. Customer needs will be garnered 
from a number of sources, including employee and customer satisfaction surveys, 
input from taxpayers, and discussions with other Operating and Functional Divi- 
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sions. TAS Strategic Human Resources will review the information and develop and 
deliver training effectively and efficiently. 

The TAS four-year strategic plan will: 

• Use computer technology to develop and maintain a well-informed and trained 
workforce (E-learning). This IRS corporate strategy aims to leverage technology 
to deliver 70 percent of skills and competencies through E-learning by fiscal 
year 2007. 

• Monitor the creative, no-cost method for promoting employee computer training 
piloted by the United States Postal Service. 

• Leverage limited TAS resources by combining our training efforts with those of 
other IRS Operating and Functional Divisions. 

• Explore the availability of out-service training offered by both governmental 
(United States Department of Agriculture) and private sector entities, and by 
professional associations (e.g., Attorneys, CPAs and Enrolled Agents). 

• Design and conduct training initiatives to address the 20 most serious problems 
encountered by taxpayers, as identified in the National Taxpayer Advocate’s 
Annual Activities Report to Congress. 

• Build plan flexibility so that TAS can be responsive to our external customers, 
the taxpayers. For example, TAS may need to pursue a multilingual initiative 
in order to improve access to services for taxpayers with limited English pro- 
ficiency. We may need to develop and deliver training for IRS and TAS employ- 
ees so that they can better understand and respond to taxpayer issues and 
questions. In addition, TAS employees may require specific communications 
training to assist in taxpayer outreach. 

• Coordinate with other divisions to crosstrain TAS and Operating and Func- 
tional Division employees during formal training sessions and Continuing Pro- 
fessional Education (CPE) sessions. 

Tactical Annual Training Plan 

The Taxpayer Advocate Service will closely coordinate its tactical annual training 
plan with the four year strategic training plan. The annual plan will address cur- 
rent organizational and employee needs, such as those involving technical compo- 
nents (e.g., IRC Section 6413) and automation components (Taxpayer Advocate 
Management Information System (TAMIS) and Integrated Case Processing (ICP) 
training), and those necessary to accomplish our casework (the Executive Cor- 
respondence Management System (ECMS) and core leadership skills). 

Through its annual plan, TAS can assess the organization’s ability to address ex- 
isting technical and programmatic training needs. The Taxpayer Advocate Service 
will respond to current needs in TAS or in other divisions, such as those evidenced 
around the delegation of authorities training, and also be proactive with our cus- 
tomers, internal as well as external. 

In addition to incorporating component specific interests (e. g. innocent spouse), 
the plan will: 

• Utilize available outservice training in order to free up internal training devel- 
opment resources. 

• Expand the process of informing and educating the public about their right to 
seek assistance through the Taxpayer Advocate Service. 

• Continue the integration efforts with our Citizen Advocacy Panels (CAPs). 

• Coordinate with Operating and Functional Divisions to crosstrain TAS and Op- 
erating Division employees in the development and delivery of training. 

• Develop and deliver training in response to congressional legislation and/or ex- 
ecutive direction. 

• Continue implementation of an employee training tracking system so that every 
TAS employee’s training and development remains an organizational priority 
and is advanced. 

The Taxpayer Advocate Service must provide its employees with the requisite 
tools to accurately identify and respond to taxpayer concerns. By setting training 
priorities, which reflect both corporate goals and the needs of TAS employees and 
customers, the Taxpayer Advocate Service will maintain a capable and informed 
workforce. These TAS training initiatives are expected to yield improved business 
results and better customer and employee satisfaction. 

Nation taxpayer advocate TOLL-FREE line 
NTA Toll-Free Line (1-877-777-4778) 

In his Fiscal Year 2001 Objectives Report to Congress, the National Taxpayer Ad- 
vocate reported the expansion of the National Taxpayer Advocate (NTA) Toll-free 
line. The NTA Toll-free line provides cost free access to the Taxpayer Advocate Serv- 
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ice for issues that have not been resolved through the IRS’ normal channels. The 
service is available to taxpayers 24 hours a day, seven days a week. 

Each call to the NTA Toll-Free line is screened by a customer service representa- 
tive to determine if the taxpayer’s inquiry meets Taxpayer Advocate Service criteria. 
If the call does not meet TAS criteria, the call is transferred to an IRS employee 
with the appropriate skills and training to answer the call. When the call does meet 
TAS criteria, NTA Toll-Free customer service representatives try to resolve the 
issue while the taxpayer is on-line. If they are unable to resolve the case on-line, 
the call is transferred to the appropriate local TAS office for resolution. 

In fiscal year 2000, NTA Toll-Free customer service representatives answered 
more than 295,000 calls. From October 1, 2000, through May 5, 2001, more than 
243,000 calls have been answered. We continue to market the program and educate 
taxpayers as to when it is appropriate to seek assistance from the Taxpayer Advo- 
cate Service. Thus, we expect increased NTA Toll-Free traffic during fiscal year 
2002. 

The NTA Toll-Free line continues to be staffed and managed by the Wage and 
Investment and Small Business/Seif-Employed Operating Divisions. We gratefully 
acknowledge the Operating Divisions’ ongoing support for this service to taxpayers 
and the excellent work of the customer service representatives who answer the calls. 
These employees often provide the first meaningful step toward case resolution. 

Toll-Free Access to individual TAS Caseworkers 
Background 

Customers of the Problem Resolution Program who were interviewed in 1994 
using focus group interview techniques identified the following customer expecta- 
tions with respect to communications: 

• To be given the name of the contact person, and the direct telephone number 
of that person. “A single point of contact was considered “the single most impor- 
tant element in providing high quality service. 

• To be kept advised of unexpected delays, recognizing that the complexity or se- 
riousness of the issue determines the frequency of contacts 

Our analysis of the focus group data indicated that taxpayers with complex cases 
expect frequent updates, but that they recognize the cost of employing people to 
place calls may be prohibitive. In addition, the focus group data indicate that while 
taxpayers may be willing to initiate an inquiry about the status of the problem, the 
cost of the telephone call could be a factor in their decision to make such calls. 

Taxpayers do not care if their problem is worked by a caseworker in another city, 
as long as the resolution meets their expectations 

“Most of the respondents said they prefer toll-free access to the 
case worker, citing lengthy telephone calls and being placed on 
hold as reasons.” 

In 1999, the Taxpayer Advocate Service established and began marketing a dedi- 
cated toll-free telephone number for taxpayers who need assistance (the NTA Toll- 
free line). This number enables taxpayers to initiate cost-free contact with TAS on 
issues or problems that meet TAS’ program criteria. In the current environment, 
once a taxpayer’s issue is accepted as a TAS case and a caseworker is assigned to 
resolve it, the taxpayer must then pay for any subsequent telephone calls to the 
caseworker. 

Providing toll-free service to individual TAS caseworkers is a logical extension of 
the services already offered by the Taxpayer Advocate Service to help taxpayers to 
resolve their problems where standard IRS procedures have failed or proven inad- 
equate. Toll-free access to assigned caseworkers is an especially critical factor in the 
more complex cases, or when initial time estimates for case resolution are inac- 
curate, leaving the taxpayer in the uncertain state of not knowing what, if anything, 
is being done to resolve his or her situation. The taxpayer will be less anxious if 
he or she can reach the caseworker directly to provide additional information or to 
obtain a case update. If a taxpayer is reticent to call the caseworker because of long 
distance telephone charges, it impedes both communications and taxpayer con- 
fidence in the process. 

During the second half of fiscal year 2001, the Taxpayer Advocate Service will 
begin a two month test in four offices to provide taxpayers with toll-free access to 
the Taxpayer Advocate Service caseworker assigned to their case. This service will 
relieve taxpayers of the financial burden of making toll calls to resolve their tax 
problems. The test will be completed in September 2001, and the results evaluated 
relative to operational issues as well as the operational costs and benefits, to deter- 
mine whether toll-free service should be extended to all TAS offices and customers. 
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This project is included in the Taxpayer Advocate Service’s strategic plan for fiscal 
years 2002-2003. 

Projected Benefits of Providing Toll-Free Service to TAS Customers 

The implementation of this proposal is projected to: 

• Remove a potential barrier to case resolution by providing an additional, cost- 
free avenue of access for taxpayers to their caseworker. 

• Reduce burden placed on taxpayers who incur long distance telephone toll 
charges in the current environment. 

• Provide free access for customers who have no telephone service and who would 
otherwise experience hardship in contacting their caseworker. 

• Enhance both communications and the perceived "relationship" between the two 
parties and thereby facilitate the resolution of the issue being worked. 

• Streamline the service process by more efficiently connecting the taxpayer re- 
quiring assistance with the IRS employee who provides the assistance. 

• Relieve NTA toll-free assistors of the responsibility for transferring taxpayers 
entering the current NTA toll-free line to their caseworker thus reducing the 
perception among NTA assistors that they serve as long-distance operators. 

Test Objectives 

The Taxpayer Advocate Service hopes to extend toll-free access to TAS case- 
workers in one-half of its field offices during fiscal year 2002. However, before we 
implement this program, we must address some issues relating to costs and risks. 
We plan to resolve two specific concerns through the fiscal year 2001 toll-free access 
pilot program: 

• Estimate overall costs of nationwide implementation; identify hidden 
costs. An initial assumption of this test is that the IRS is presently paying for 
long-distance phone service when TAS customers ask caseworkers to call them 
back (to avoid toll charges) or when the NTA toll-free call site transfers callers 
to their caseworkers. Providing toll-free service would reduce these 
‘workarounds’ and the telephone/personnel costs associated with them would 
offset the cost of establishing toll-free service. The test will attempt to quantify 
the extent to which the costs incurred in the current environment help to offset 
the cost of providing toll-free service. 

• Identify risks and operational issues associated with providing this serv- 
ice to TAS customers. Providing toll-free access to caseworkers could result in 
negative outcomes. For example, customers may take advantage of this service 
to present issues unrelated to the TAS case. Such unintended outcomes, if oc- 
curring with significant frequency, could consume caseworker time, which could 
be spent on resolving other, more pressing taxpayer issues. The test will there- 
fore develop and evaluate procedures that redirect taxpayers with closed TAS 
cases back into the mainstream IRS functions. 

Costs of Providing Toll-Free Service 

If the test results indicate that there are net operational benefits to providing toll- 
free service to caseworkers without any significant offsetting problems, the National 
Taxpayer Advocate will expand this service to all local TAS offices during fiscal 
years 2002 and 2003. As noted above, it is anticipated that offsetting savings from 
reducing ‘workaround’ situations (including eliminating unproductive staff time and 
associated telephone charges) should significantly reduce the cost of implementing 
a toll-free service. 

Customer Service 

Toll-free numbers for caseworkers will certainly increase taxpayer access to the 
Taxpayer Advocate Service. However, toll-free access does not eliminate TAS em- 
ployees’ obligation to provide their client-taxpayers with regular updates and status 
reports on case progress. During fiscal year 2002, the Taxpayer Advocate Service 
will continue its review of TAS case processing and instructional materials to ensure 
that employees are clearly instructed to contact taxpayers at appropriate intervals 
during the case resolution process. 

TAS COMMUNICATIONS STRATEGY 

The Taxpayer Advocate Service’s initial marketing campaign, following the enact- 
ment of RRA 98, was primarily created to inform individuals of our evolution from 
the former Problem Resolution Program to the newly modernized Taxpayer Advo- 
cate Service. Implemented in March 2000, the initial campaign achieved “brand rec- 
ognition” of the new organization with both IRS employees and taxpayers. The Tax- 
payer Advocate Service is also easily recognized within both the practitioner and 
congressional communities. 
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In fiscal year 2000, The Taxpayer Advocate Service expanded its outreach activi- 
ties to the general public. Local Taxpayer Advocates were required to develop out- 
reach plans using demographic information developed by internal research that 
identified potentially underrepresented taxpayer populations. 

The Taxpayer Advocate Service continues to search for the most efficient and cost 
effective methods of reaching taxpayers who are most in need of our services. Over 
the next two fiscal years, the Taxpayer Advocate Service will undertake several ini- 
tiatives that will heighten public awareness of our services and offer them to the 
appropriate individuals. We will also continue to analyze the impact of the IRS’ 
modernized organizational structure on TAS outreach strategies both within and 
outside the IRS. A few of our initiatives are discussed below: 

• During fiscal year 2002, the Taxpayer Advocate Service will conduct formal re- 
search to determine markets where taxpayers are potentially under-represented 
and most in need of our services. We will build upon our fiscal year 2000 inter- 
nal research efforts and conduct external research with an independent mar- 
keting firm. The resulting data, along with updated demographic information, 
will be used to refine our current marketing campaign. 

• The Taxpayer Advocate Service will develop an intensive communications plan 
using various communications vehicles, including television, radio, and print 
media. TAS will also build a focused outreach strategy, both nationally and lo- 
cally. We will research the needs of our audience and tailor our education and 
marketing campaigns accordingly. We will develop specific communications 
plans for taxpayers who speak little or no English or who have low literacy lev- 
els. 

• The Taxpayer Advocate Service will continue to increase awareness among its 
internal and external partners of its advocacy role. We will achieve this by com- 
municating our advocacy projects and successes through a variety of methods 
including Congressional testimony, the Annual Reports to Congress, collabora- 
tion with local Strategic Relationship Management councils, and other IRS part- 
ners. 

• We plan to share, both internally and externally, the actions taken to address 
the 20 most serious problems facing taxpayers as identified in the National Tax- 
payer Advocate’s Annual Report to Congress. The Taxpayer Advocate Service 
will place updated information on the IRS Web page, publish our strategic as- 
sessment, and conduct liaison meetings informing stakeholders of actions, suc- 
cesses, and challenges. By doing so, we will demonstrate and communicate the 
value of each individual’s input and role in the effective administration of the 
tax system. 

• During fiscal year 2002, the Taxpayer Advocate Service will continue to partner 
with the IRS Operating and Functional Division Commissioners to enhance and 
promote problem-solving initiatives. We will support current efforts to educate 
IRS employees about the Taxpayer Advocate Service’s mission and case criteria, 
through formal training, informal meetings, and participation in various task 
forces. 

As National Taxpayer Advocate, I will continue my practice of appearing at meet- 
ings of Operating and Functional Division employees, participating in panel discus- 
sions, and holding town hall meetings with both TAS and other IRS employees. I 
will also continue to appear at programs sponsored by practitioner groups as well 
as at Citizen Advocacy Panel meetings. I will continue to make myself available to 
the media so that I can communicate the Taxpayer Advocate Service’s mission as 
well as discuss specific issues we may be facing. Finally, I will continue to meet 
with members of Congress to discuss matters of concern to them or to taxpayers. 

The Taxpayer Advocate Service believes its communications strategy — of open ac- 
cess, outreach, and partnership — will ensure that taxpayers who require our serv- 
ices will know where to find them. This strategy should also result in appropriate 
referrals being forwarded to our organization. We will strive to clearly define and 
communicate our mission to taxpayers, to other IRS employees, to TAS employees, 
and to tax practitioners. 

TAXPAYER ADVOCATE SERVICE MANAGEMENT INFORMATION SYS- 
TEM (TAMIS) 

The Taxpayer Advocate Management Information System (TAMIS) is a nation- 
wide database designed to automate controlling and processing Taxpayer Advocate 
Service cases. Taxpayer cases that meet TAS criteria, as well as Congressional con- 
tact cases, are controlled on TAMIS. Once a case is input, a taxpayer can call the 
National Taxpayer Advocate toll-free number, or any of the local TAS offices, and 
be given the current status of his or her case. All cases, both open and closed, are 
stored on the database. 
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Employees can document cases on-line, which reduces the need to keep paper cop- 
ies of case histories. Employees can also indicate the Next-Action-Date for a case. 
This function helps caseworkers deliver customer service and aids inventory man- 
agement. 

TAS management officials use TAMIS to actively manage the case inventory, to 
generate reports of program statistics (e.g., the number of closed cases within a win- 
dow of time), and to monitor TAS casework balanced measures. TAMIS data is used 
to identify trends in casework and is critical to our continuing TAS Inventory Study. 
Case-related trends also help the Taxpayer Advocate Service identify advocacy 
issues as well as technical training needs. Additionally, we use TAMIS data as one 
tool in the identification of the 20 most serious taxpayer problems included in the 
National Taxpayer Advocate’s Annual Activities Report to Congress. 

Given the numerous uses for TAMIS information, it is absolutely vital that 
TAMIS data be accurate. TAMIS’ interface must be user-friendly and the system 
must be designed so that it will capture the appropriate data. We believe that our 
proposed fiscal year 2002 TAMIS improvements will achieve these objectives. 

Fiscal Year 2002 TAMIS Improvements 

The TAMIS database is enhanced on an ongoing basis, often in response to sug- 
gestions from our employees. We recently added new fields in response to the chang- 
ing structure of the Internal Revenue Service. These new fields will track the Busi- 
ness Operating Division point of case origin and the level of case complexity. 

In fiscal year 2001, the Taxpayer Advocate Service convened a team to improve 
the TAMIS data input instructions for our employees. The instructions will be incor- 
porated into the next revision of the Taxpayer Advocate Handbook, Internal Rev- 
enue Manual (IRM) 13. In addition to providing input instructions, we will give im- 
proved directions regarding various major issue codes. We plan to develop and con- 
duct a training course during fiscal year 2002 that will focus on key input fields 
and TAMIS instructions in IRM 13. Our training will emphasize the importance of 
TAMIS data accuracy. 

The Taxpayer Advocate Service’s long-range goal is to change the software appli- 
cation which runs TAMIS. Currently, we use a UNIX based program. TAMIS will 
be moving to Oracle by December 2002. A redesign team is currently meeting to de- 
velop the database. When this conversion is completed, TAMIS will operate in a 
user friendly Windows environment and have expanded data collection capabilities. 

TAS-NTEU NATIONAL PARTNERING COUNCIL 

The Taxpayer Advocate Service and the National Treasury Employees Union 
(NTEU) have established a National Partnering Council (NPC) to provide advice to 
TAS senior management about programs and decisions that directly affect employ- 
ees. The National Partnering Council is co-chaired by the Deputy National Taxpayer 
Advocate and NTEU’s Assistant Counsel for Negotiations. The Council includes TAS 
Directors and NTEU representatives. 

The National Partnering Council’s mission is to serve as an integrative decision- 
making body for the Taxpayer Advocate Service. Although management retains its 
right to make decisions, and NTEU retains its right to bargain and negotiate, the 
National Partnering Council affords TAS leadership and NTEU representatives with 
an opportunity to discuss employee concerns at the earliest stages of decision-mak- 
ing. We expect that if used appropriately, there will be fewer issues to bargain and 
that when bargaining is required, the parties will be better prepared to discuss 
issues and negotiate agreement. The National Partnering Council also provides 
ideas and suggestions for the TAS Strategic Planning and Business Performance Re- 
view process. In this way, the Council links partnering efforts with TAS perform- 
ance improvement. 

At its first meeting in January 2001, the National Partnering Council established 
three working groups, which address NTEU/Manager partnering relationships; TAS 
technology needs; and employee satisfaction coordination (i.e., SURVEY 2001, an 
IRS survey document used to monitor and address employee satisfaction issues 
throughout the Service, the employee suggestion program, training needs, and other 
initiatives to support employee satisfaction). More recently, the National Partnering 
Council addressed the TAS strategic plan, TAS oversight of the President’s Quality 
Award (PQA) assessment process, and delegations of authority to TAS employees. 

The National Partnering Council meets six times a year. During fiscal year 2002, 
the TAS-NTEU National Partnering Council will continue to explore ideas and ini- 
tiatives for improvement of Taxpayer Advocate Service operations. Scheduled topics 
include the National Partnering Council’s role in the IRS Strategic Assessment 
Process; establishing a direct communications link to the National Partnering Coun- 
cil so that employees and managers can suggest ideas and receive information; de- 
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veloping unique and innovative ways to serve our customers and our employees; and 
oversight of TAS-wide improvement initiatives. 

CITIZEN ADVOCACY PANELS (CAP) 

The Citizen Advocacy Panels were established beginning in June 1998. They have 
proven to be a valuable partner, providing a forum for direct citizen input into IRS 
decision making. Meeting schedules for the CAPs vary, however, each panel meets 
at least quarterly and the meetings are open to the public. During fiscal year 2001, 
the Department of the Treasury, in response to CAP member suggestions, expanded 
the geographic boundaries of three of the four CAPs. 

The South Florida CAP changed it’s name to Florida CAP and now includes all 
64 counties in the state of Florida. Illinois joins the states of Wisconsin, Iowa and 
Nebraska to form the Midwest CAP. The Brooklyn CAP changed it’s name to the 
New York Metro CAP, which includes the five boroughs plus Nassau and Suffolk 
counties. Washington, Oregon, Alaska, and Hawaii continue to comprise the Pacific 
Northwest CAP. 

When the initial commitment of each CAP member expired in March 2001, half 
of the panel members agreed to extend their terms for one year to provide con- 
tinuity to the panel and allow for staggered terms. Treasury and the IRS developed 
a new recruitment model. The 2001 recruitment process incorporated lessons 
learned from the 1998 pilot, and focused on the underrepresented geographic areas. 

The CAPs kicked off a new marketing campaign in May 2001. The new marketing 
material was developed to reach more and underrepresented taxpayers. In fiscal 
year 2002, the CAPs will expand their outreach activities. The CAPs will continue 
to serve as focus groups for the IRS in the areas of: notice re-design, penalty and 
interest administration, filing season walk-in site locations, nationwide roll-out of 
tax kiosks, and implementation of new Employer Identification Number (EIN) proc- 
esses. 

The Taxpayer Advocate Service provides staff and research support to the panels, 
sponsors their recommendations within the IRS, and guides the recommendations 
through the appropriate channels. Annual Reports are submitted to the Secretary 
of the Treasury and the IRS Commissioner. Copies of all reports, events, meeting 
agenda’s and minutes, and success stories can be found on their website at 
www.improveirs.org. 

BALANCED MEASURES 

TAS developed ten balanced measures focused on customer satisfaction, employee 
satisfaction, and business results as part of our modernization efforts. During fiscal 
year 2001, we implemented nine of the measures and are collecting data to establish 
baselines for our organization. Our tenth measure addresses internal customer sat- 
isfaction and will provide an assessment of TAS work products and business rela- 
tionships from the perspective of the other IRS Operating and Functional Divisions. 
We will work jointly with the IRS Operating and Functional Divisions to further 
analyze the best means to implement and monitor this assessment as well as to es- 
tablish National Customer Service Agreements. This measure is particularly sen- 
sitive since we must work effectively within the IRS while providing the service ex- 
pected to our most important customers, taxpayers. Our balanced measures are set 
forth in Appendix III. 

In one effort to engage front-line managers in our balanced measures program, 
we are currently expanding our balanced measures to include local level goals. Dur- 
ing fiscal year 2001, local goal setting will be limited to quality business results 
since we are still baselining many of our balanced measures. We selected two qual- 
ity business results measures (casework quality index and case cycle time) for local 
level goals and are making refinements as a result of the Strategic Assessment proc- 
ess. In Fiscal Year 2002, we will evaluate the initial results and plan to expand 
local level goals to more of our balanced measures. 

During fiscal year 2002 we will monitor our balanced measures, strategic objec- 
tives, and program goals and make improvements in partnership with the National 
Treasury Employees Union. We will verify that our measures help us deliver the 
unique mission of the Taxpayer Advocate Service: 

“We help taxpayers resolve problems with the IRS and recommend 
changes that will prevent the problems.” 

Conclusion 

In this report, I have set forth an aggressive program for fiscal year 2002 and 
identified our essential areas of focus. The dedicated employees in the Taxpayer Ad- 
vocate Service continue to face challenges related to our independence and mod- 
ernization; however, the Taxpayer Advocate Service is poised to undertake the chal- 
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lenging and interesting work ahead. I look forward to building on this foundation 
and exploring the profession of advocacy within the Internal Revenue Service. 
Thank you for the opportunity to report on my fiscal year 2002 objectives. 

Appendix I 

TAXPAYER ADVOCATE SERVICE FISCAL YEAR 2001 OBJECTIVES 

1. Assist taxpayers in resolving problems with the IRS. 

2. Identify and address systemic and procedural problems through analysis of the 
underlying cause of the problem in order to take corrective action. 

3. Identify and address operational issues that affect taxpayers. 

4. Represent taxpayers’ interests in the formulation of policies and procedures. 

5. Identify and develop legislative proposals to simplify the tax code and reduce 
taxpayer burden. 

6. Expand Taxpayer Advocate Services’ outreach opportunities to assist and edu- 
cate external customers. 

Appendix II 

FISCAL YEAR 2002-2003 STRATEGIC OBJECTIVES 


Major Strategies 


Operational Priorities 


Operational Priorities and Im- 
provement Projects 


1. Advocate changes in tax law 
or procedures that reduce tax- 
payer burden and improve IRS 
effectiveness 


• Report to Congress the 
most serious problems facing 
taxpayers 

• Develop and recommend 
legislative proposals to ad- 
dress tax law complexity, eq- 
uity, and taxpayer burden 

• Advise Congress’ Joint 
Committee on Taxation on the 
complexity of legislation being 
considered 


• Continue to work with Op- 
erating Divisions and Mem- 
bers of Congress to achieve a 
less burdensome process in 
key areas of the tax law; as- 
sist in simplifying forms and 
instructions. 

• Partner with Research and 
W&I on a study of the most 
significant errors on indi- 
vidual income tax returns. 

• Systematically analyze the 
inventory of advocacy projects 
to improve overall IRS service 
to taxpayers and reduce the 
number of cases coming to 
TAS. 


2. Improve TAS’ ability to 
identify and respond to tax- 
payer concerns 


• Train staff on the Taxpayer 
Advocate Management Infor- 
mation System (TAMIS) and 
Intelligent Query 

• Seek resource support 
through Research to develop 
an improved process for gath- 
ering and analyzing data to 
report to Congress on the top 
20 taxpayer concerns 

• Increase public awareness 
of TAS 

• Ensure that TAS employees 
have the authorities nec- 
essary to resolve taxpayer 
problems 


• Review/revise case criteria 
guidelines to ensure that TAS 
workload is focused on tax- 
payers with hardships. 

• Develop supporting infor- 
mation for legislative rec- 
ommendations that address 
underlying causes of work- 
load. 

• Conduct focus groups and 
surveys. 

• Conduct focused outreach to 
practitioners and community 
liaisons. 

• Conduct a quality assess- 
ment of center campus case- 
work to determine why the 
Casework Quality Index 
scores of the campuses are so 
much lower than other offices. 
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Major Strategies 


Operational Priorities 


Operational Priorities and Im- 
provement Projects 


Improvement Projects: 

• Redesign and upgrade 
TAMIS to improve trend anal- 
ysis and to capture relational 
data for root cause analysis. 

• Examine the feasibility of 
providing taxpayers with toll- 
free telephone access to TAS 
caseworkers. 


3. Identify significant sources 
of TAS casework and work 
with Operating Divisions on 
strategies to reduce inappro- 
priate TAS workload. 


• Plan/implement outreach 
efforts to taxpayers 

• Propose content for Oper- 
ating Division procedures 
manuals and training that 
leverages TAS experience 

• Examine the sources of TAS 
casework to determine wheth- 
er work being performed is in 
accord with TAS’ legislative 
mandate 


• Joint educational outreach 
efforts with Small Business/ 
Self-Employed to address ris- 
ing trend of unreported in- 
come by sole proprietors. 

• Conduct ongoing TAS in- 
ventory Study and consult 
regularly with the Operation 
Divisions to analyze under- 
lying causes of taxpayer prob- 
lems and identify changes to 
mitigate those problems. 


4. Ensure that the human re- • Assure that the human re- • Revisit the staffing model 

sources component of the Tax- sources component of the TAS study. 


payer Advocate Service is ade- organization is adequately • Complete the hiring process 
quate to meet its workload de- sized, trained and supported to ensure that TAS is able to 


mands 


adequately address taxpayer 
problems and systemic issues. 

• Design and implement a 
comprehensive, multi-year 
training program for TAS. 

• Coordinate with Operating 
Divisions to cross-train TAS 
and OD employees during for- 
mal training sessions and 

CPE. 

Appendix III 

TAXPAYER ADVOCATE SERVICE BALANCED MEASURES 

CATEGORY 

BALANCED MEASURE 

DEFINITION 

Employee 

Satisfaction 

Employee satisfaction 
score 

The average level of employee satisfaction, 
determined though the use of surveys. 

Customer 

Satisfaction 

External customer satis- 
faction 

The average level of customer satisfaction deter- 
mined through the use of vendor conducted trans- 
actional surveys. 


Internal customer satis- 
faction 

Being developed. 

Business Re- 
sults (Quan- 
tity) 

Closed cases 

A count of closed TAS cases. This measure does 
not include non-criteria cases, such as duplicate 
controlled correspondence cases. 


Outreach resources spent 
versus plan 

A comparison of planned versus actual outreach 
hours spent as outlined in local TAS outreach 
plans. 


Outreach effectiveness 

The percentage of cases that come to TAS through 
direct taxpayer contact versus case referrals from 
Operating Division employees. 
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CATEGORY 

BALANCED MEASURE 

DEFINITION 


Immediate advocacy 
interventions 

The number of actions taken expeditiously to cor- 
rect a systemic problem when there is not enough 
time for the normal corrective process. 

Business Re- 
sults ( Quality) 

Case cycle time 

The average time (TAS received date to TAS 
closed date) to resolve all regular cases worked in 
TAS. This measure does not include non-criteria 
cases, such as duplicate controlled correspondence 
cases. 


Casework quality index 

A measure of TAS effectiveness in meeting cus- 
tomer expectations based on a random sample of 
cases reviewed and scored against customer serv- 
ice standards of timeliness, accuracy, and commu- 
nication. 


Long-term advocacy pro- 
posals 

The number of substantive initiatives being 
worked by the Operating Division Taxpayer Advo- 
cate Staff to improve IRS processes and proce- 
dures. 
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Chairman Houghton. Mr. Coyne, would you like to ask ques- 
tions? 

Mr. Coyne. Thank you, Mr. Chairman. 

Ms. Olson, in your earlier role as the head of the first inde- 
pendent low-income tax clinic, what were the major reasons at that 
point that taxpayers sought clinic advice? 

Ms. Olson. Many of them were collection issues or earned in- 
come credit issues. 

Mr. Coyne. Earned income credit? 
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Ms. Olson. Earned income credit cases, and many of the earned 
income credit cases were in the collection arena. The taxpayers had 
not been able to represent themselves well in the examination 
audit side, and the decision just stood that they weren’t entitled to 
it, and so we were dealing with collection issues at the same time 
as trying to prove that they were entitled to the earned income 
credit. 

We also saw things like independent contractor employee classi- 
fication people being treated as an independent contractor and not 
paying Social Security tax on their wages and owing tax because 
of that, but, again, we were in the collection mode there as well. 

Mr. Coyne. As we move ahead in simplification of the Tax Code, 
do you have any recommendations today that the Committee ought 
to take into consideration? 

Ms. Olson. I do believe that the Joint Committee’s complexity 
report and — simplification and complexity report — the uniform defi- 
nition of a qualified child for the earned income credit, head of 
household, dependency exemption will go a long way toward simpli- 
fying the law for a large number of taxpayers. It will also simplify 
the administration of that provision, the earned income credit. Be- 
cause by coming up with a uniform definition it will be easier for 
the IRS to test whether somebody meets that test. It is less com- 
plex, we’re going to make less intrusive inquiries, and we can use 
third-party information to do it. So, in many instances, we wouldn’t 
even have to contact the taxpayer before we could conclude, yes, 
they are entitled to it. So that would both administratively and for 
taxpayers reduce burden enormously. 

Mr. Coyne. Well, thank you for your service as National Tax- 
payer Advocate; and thank you, Mr. Chairman. 

Chairman Houghton. Thank you. Mr. Portman. 

Mr. Portman. Thank you, Mr. Chairman. 

Ms. Olson, we appreciate your testimony today and, more impor- 
tantly, the work you are doing as a Taxpayer Advocate. You 
jumped into this with a lot of great experience, including with some 
of your colleagues who are on the panel with you this afternoon, 
and a lot of energy and enthusiasm, and this report reflects that. 

You have set out in this report some fairly ambitious objectives 
for the next fiscal year. You have also indicated some of these ob- 
jectives may not be achieved in the next fiscal year and some of the 
questions may not be answered. 

I guess I have two questions for you. One would be, do you feel 
as though the current focus on individual cases — the caseload is 
growing, and it is — one of the objectives you are going to do is to 
look into whether that is appropriate and how that might be 
changed over time, but do you feel as though you have adequate 
time to address some of the root causes of some of the complexity 
and some of the problem areas per Mr. Coyne’s question, or do you 
feel as though you are just so overwhelmed with individual cases 
and managing that that you do not have time to back up and take 
a look at some of the root causes? 

Ms. Olson. I think that actually we have a very good balance 
right now in terms of being able to look at the larger issues and 
to give you information that you need and can use. The cases that 
I am concerned about us getting are what I call the overflow cases, 



29 


the ones that should have been resolved at the first point of con- 
tact, the operating divisions; and what is heartening to me is that 
I have been very vocal within the IRS about this happening. 

Again, our inventory studies showing that 80 percent of our cases 
are made up of that, that is to me an unacceptable ratio and that 
we are going straight back to the operating divisions to find out 
why this is happening and how that can be changed. I feel that if 
we get that under control then the cases that we really are getting 
into, the Taxpayer Advocate Service, will be ones that are indi- 
cating either legislative or administrative problems, not just over- 
flow problems, but things that need to be fixed in one of those two 
arenas and will point out things that then we should be working 
on on a policy or recommendation side. I am concerned that we are 
not getting as much information as we could because we are deal- 
ing with these overflow cases. 

Mr. Portman. So many of those cases are simply first impression 
cases, they haven’t exhausted the normal procedures and therefore 
may or may not reflect some more serious problems with the sys- 
tem or laws as they stand or practices, procedures. 

Ms. Olson. Right. 

Mr. Portman. The other question I have is really one of a judg- 
ment call on your part. I again am impressed with the goals that 
you are undertaking over the next fiscal year and, as you say in 
this report, beyond, but I am also concerned that you may be tak- 
ing on too much. 

As the IRS goes through a very difficult time of compliance with 
some of the legislation passed in the IRS Restructuring and Reform 
Act 1998 (RRA) and some of the internal changes that actually 
began before RRA was enacted, including restructuring, including 
new performance measurements, including the modernization ef- 
forts, there are — and including figuring out how to deal with some 
of the new RRA restrictions on individual employees, it is a concern 
of mine that the Taxpayer Advocate continue to do its job in a 
steady and focused basis and not add to, frankly, some of the dis- 
location and confusion that is going on with the restructuring and 
reorienting of the IRS. Yet your questions that you anticipate look- 
ing at in the next fiscal year are very fundamental questions. 

For instance, what is the role — what is the extent to which you 
should be resolving problems rather than kick them back into the 
normal system? What should the appropriate composition be of 
your inventory according to hardship criteria? What standard 
should you be held to? What is the appropriate measure of success, 
which is a difficult question again the larger entity is working 
through. 

My only question to you is, is this the appropriate time for you 
to take on some more of these fundamental issues when through 
RRA we just went through this process in a sense looking at what 
happened in 1996, coming back in 1998, reviewing it, establishing 
more independence, establishing, frankly, some better pay so that 
we could attract and keep good people in the Taxpayer Advocate 
system. Is this the right time to be going back and looking at some 
of these fundamental problems when the caseload is high and the 
system itself is under quite a bit of stress? 



30 


Ms. Olson. My employees — those questions came in large in- 
stances because my employees were asking them of me. The ques- 
tion about when can we say no to cases is very hot in their minds, 
and I felt that we needed to begin a discussion about it. 

Mr. Portman. Saying no to cases as they come from the Service 
or saying no because they think the taxpayer may not have a valid 
case? 

Ms. Olson. Saying that this is not yet a Taxpayer Advocate 
Service case. They were asking me that question, and I thought we 
needed to begin that dialog, not reach an answer necessarily be- 
cause I think it is a very difficult question, but to ignore it would 
be putting them in a state of limbo. 

Mr. Portman. The simple answer would be in the overflow cases 
that it is not, because it would be again a case of first impression 
without going through the normal process. 

Ms. Olson. Right, and yet where is the rest of the IRS at the 
time? Can we send them back if there is nobody there to take them 
because they are dealing with something else? That is a difficult 
thing. The same kinds of questions. What does it mean to be an 
advocate? 

To some extent, that was in response to many people that I 
heard from the practitioner community saying to me we had a case, 
the Taxpayer Advocate helped us take it to exam, and exam said 
the same answer that they have given us all along. And the Tax- 
payer Advocate said, well, this is what exam said; and they didn’t 
push back, they didn’t say, well, think about this again. 

So we thought that there should be a beginning of a dialog about 
what is advocacy within the IRS, how is it different from being an 
advocate outside of the IRS. And my employees, when I started 
talking about that in townhall meetings, were very excited about 
that. I think it is helping them define for themselves what their 
role really should be, and I am looking at this as a discussion with 
them, and so far they have stepped up to the plate. It is not a bur- 
den for them. 

Mr. Portman. Without necessarily sort of turning the Taxpayer 
Advocate system upside down, as we have done with the IRS, for 
good reason, but without distracting folks from their primary mis- 
sion. 

Ms. Olson. Right. 

Mr. Portman. Thank you, Mr. Chairman. 

Chairman Houghton. Mr. Pomeroy. 

Mr. Pomeroy. Well, considering the hour and other witnesses, 
Mr. Chairman, I will be very brief. 

I would just first of all want to commend Ms. Olson. 

The public perception of a tax collection system that operates 
with integrity and responsiveness is incredibly important. Often 
Congress I think, even while it is legitimately concerned about in- 
equities in the Tax Code or operations of tax collection, end up 
scoring the cheap political hit of demonizing the IRS and in the end 
just bringing discredit upon this essential function of government. 
That really serves no constructive purpose, spreads broad construc- 
tive cynicism, and increases noncompliance. 

Basically this Taxpayer Advocate function is a very important 
and appropriate way in which we try to listen very carefully to the 
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taxpayers, respond to them, make systems changes that the input 
brings us to. So as the person in charge of all that I really do com- 
mend you. 

I would say that your work is not complete in that 12 States do 
not have clinics, and one of them is mine, and I would like to work 
with you on that. Certainly, the 102 tax clinics in the 38 States 
where you have reached already, pretty darn impressive, and let’s 
get a 50-State representation, with North Dakota being the 39th. 

Ms. Olson. I agree. 

Mr. Pomeroy. I yield back, Mr. Chairman. 

Chairman Houghton. OK. Fine. I am not going to ask any ques- 
tions because I will be able to talk to you personally here, but I 
want to thank you very much. If you want to stay, fine. You don’t 
have to. What we will do is go right on to the other Members of 
the panel. 

I have got three people who evidently have to get out of here 
fast — Alan Cohen, Dixon Rich. Is that right, Mr. Rich? 

Mr. Rich. I have an 8 o’clock flight, so I am in no rush, I don’t 
think. 

Chairman Houghton. Anyway, I am going to call on Mr. Cohen 
first. 

STATEMENT OF ALAN H. COHEN, DIRECTOR, LOW-INCOME 

TAXPAYER CLINIC, ITHACA COLLEGE, ITHACA, NEW YORK 

Mr. Cohen. Mr. Chairman and distinguished Members of the 
Subcommittee, I am pleased to appear before you today to address 
the Subcommittee on matters relating to funding and performance 
of low-income taxpayer clinics. 

The Low-Income Taxpayer Clinic at Ithaca College. 

Ithaca College is a fully accredited, independent institution of 
higher education offering bachelor’s and master’s degrees to ap- 
proximately 6,000 students. Tompkins County, New York, has 
98,000 residents. Nineteen percent of them are below the poverty 
level, and 11 percent represent English as a second language (ESL) 
communities. 

This tax season, senior accounting majors had training in 6 cred- 
it hours of taxes and also passed the Volunteer Income Tax Assist- 
ance program (VITA) volunteer exam certification. Sixty-five ESL 
taxpayers, approximately 40 families, tax preparation was con- 
ducted at the ESL community sites because it is easier for ESL 
taxpayers to be more familiar with locations and translators. Re- 
turns were computerized and e-filed; and, in addition, 70 inter- 
national students were assisted at more workshops in the prepara- 
tion of 1040 NRs. 

To insure quality control in the preparation of ESL tax returns, 
the clinic participated in a peer review of client tax workpapers. 
The accounting firm of Dannible & McKee CPAs of Syracuse, New 
York, conducted an on-site review of the clinic’s 2000 tax practice. 

At a meeting at the IRS Buffalo District in September, the IRS 
administrators confirmed that approximately only 2 percent of the 
taxpayers of Tompkins County were selected for a tax audit; and 
few, if any, were low-income taxpayers. 

Given this information, advocacy services of an LITC in a less 
densely populated rural environment may have fewer clients to 
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serve. We recognize that the most controversial issue at this time 
is LITC compliance and that our area has one of the largest per- 
centage of individuals below the poverty level. If the Service de- 
cides to initiate compliance testing with respect to LITCs, a part- 
nership with LITCs could prove most advantageous. 

Tax advocacy is surely needed, but is this the only solution to the 
low-income taxpayer problem? I think not. There are approximately 
12 to 15 million taxpayers who would qualify as low-income tax- 
payers. It makes perfect sense that the issue of clearly under- 
standing technical tax complexities are similar for low-income tax- 
payers as well as ESL clients. The bigger and as yet unmet need 
of low-income taxpayers is tax preparation. 

This past tax season the Service prepared approximately 500,000 
tax returns, primarily for low-income taxpayers. The returns were 
prepared by revenue agents, supervisors and other selected IRS 
technicians who were reassigned to the taxpayer assistance centers 
across the Nation. What is the cost of this service? What is the lost 
opportunity cost to the IRS? Is there a better way? 

I and many others believe pilot programs are needed imme- 
diately to more fully address the needs of low-income taxpayer 
preparation, to work more closely with the IRS to increase compli- 
ance and accuracy for earned income tax credits (EITC) and other 
low-income taxpayer issues and, most importantly, to assist the 
IRS in shifting the unrealistic burden that it has undertaken as 
the tax preparer for one-half million taxpayers. 

Business schools and accounting programs could also provide an 
excellent venue for low-income taxpayer preparation. Funding 
guidelines could be similar to the LITC grant application process. 
Resources could be used for training, computers, procedures for 
electronic filing. 

In summary, the LITC grant project for academic institutions is 
an excellent example of scholarship of engagement. The LITC 
connectiveness of government, taxpayers, private/non-profit institu- 
tions and the classroom all combine to provide a truly needed serv- 
ice. Everyone benefits: The eligible taxpayer receives a very needed 
free professional service; the academic institution fulfills its com- 
munity responsibilities for outreach; the government achieves com- 
pliance and increased electronic filing; and the classroom environ- 
ment flourishes. The LITC at Ithaca College ranks as one of the 
most rigorous and rewarding college experiences for the student 
volunteers. 

Mr. Chairman, thank you for this opportunity to come before this 
Subcommittee and discuss the impact LITCs are having on tax- 
payers. 

[The prepared statement of Mr. Cohen follows:] 

Statement of Alan H. Cohen, Director, Low-Income Taxpayer Clinic, Ithaca 
College, Ithaca, New York 

Mr. Chairman and Distinguished Members of the Subcommittee: 

I am pleased to appear before you today and to address the Subcommittee on mat- 
ters relating to funding and performance of Low Income Taxpayer Clinics (LITCs). 

The LITC at Ithaca College, Tompkins County New York 

Ithaca College is a fully accredited, independent institution of higher education, 
offering bachelor’s and master’s degrees to approximately 6000 students (Fall 2000). 
The School of Business offers B.S. degrees in Accounting and Business Administra- 
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tion, as well as an MBA degree. Within the Business Administration degree are con- 
centrations in Accounting, Electronic Commerce, Finance, Human Resource Man- 
agement, International Business, Legal Studies, Marketing, and Management. 

The College is located in Tompkins County, which has about 98,000 residents. In 
addition to the permanent residents and Ithaca College’s student population, Cor- 
nell University enrolls nearly 18,000 students including 7,000 graduate students. 
Approximately 7.3% of the Town of Ithaca’s population is of Asian origin, primarily 
Chinese, and there are sizeable Hispanic and Eastern European communities. In ad- 
dition, a substantial number of Cornell students, especially graduate students, 
speak English as their second language (ESL). Tompkins County has one of the 
highest percentages in the state of individuals below the poverty level — 18.9% of the 
county’s population according to 1990 census data. In addition, most of the imme- 
diately surrounding counties are, like Tompkins, marked by farms and small vil- 
lages with low average family incomes and limited resources for tax preparation 
and/or advocacy services. The IC LITC serves Tompkins County and the contiguous 
counties of Cayuga, Seneca, Schuyler, Cortland, Tioga and Chemung within a 50- 
mile radius of the City of Ithaca. 

The Ithaca College LITC initial grant was approved on April 1, 2000, with an ex- 
tension to December 31, 2000. The initial start-up phase occurred over the nine 
months from April 1 to December 31, 2000. From April 1, 2000, the LITC developed 
partnerships with a community network that began contact with target groups of 
ESL and low-income taxpayers. The start-up period was used to establish contracts 
and create a strong infrastructure for the 2000 tax year. 

The clinic established an ongoing community action group to assist and advise 
ways to best contact target groups. Members included Ed Swayze of the Tompkins 
County Information and Referral Service, Ann Gifford of Cornell Cooperative Exten- 
sion (which has broad, multi-county regional outreach), and Jeanne Henderson of 
RSVP. The group meets monthly. 

During the nine-month grant period, a wide variety of community partners were 
enlisted and oriented. 


Community Partners ESL/Low-Income 


• BOCES (Board of Cooperative Educational Services)555 Warren 
Road, Ithaca, NY 14850. 

• Literacy Volunteers of Tompkins County Inc. 124 W. Buffalo 
Street, Ithaca, NY 14850. 

• Ithaca Housing Authority798 S. Plain Street, Ithaca, NY 14850 

• Catholic Charities of the Southern Tier/Hispanic 
Community324 W. Buffalo Street, Ithaca, NY 14850. 

• Cornell University UAW Union 

• Greater Ithaca Activities Center (GIAC)318 N. Albany Street, 
Ithaca, NY 14850. 

• Southside Community Center, Inc. 305 S. Plain Street, Ithaca, 
NY 14850. 

• TCE/RSVP121 W. Court Street, Ithaca, NY 14850 


ESL 

ESL 

ESL 

ESL 

ESLLow-In- 

come 

Low-Income 

Low-Income 

Low-Income 


In all of the above, there was a substantial and successful effort to make commu- 
nity network partners aware of ESL and advocacy services and to create an infra- 
structure for the 2000 tax season. 

Publicity was extremely thorough and extensive, and will continue under second- 
year funding. Steps taken included: 

• Letters to 67 Human Resources Directors of Corporate/Social Services Agen- 
cies (Letter, business card, brochure) 

• Tompkins County Website — Informational and Referral Services (Human 

Services Conditional) 

• Design/Production — Poster 

• Design/Production — Brochure Distributed to Social Services brochure racks at 

21 locations and distributed with program letters. 

• Newspaper Announcements: Ithaca Journal, Pennysaver, Cortland Standard 

• Radio: Public Service Announcements (Continued 2001 grant period) 
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Tax Season Calendar 2000 

ESL — Targeted groups were not able to participate in the 1999 tax season due to 
the lateness of grant awards. Therefore, all efforts were directed towards Commu- 
nity Partnerships, ESL classes, and administrative setup to provide preparation for 
the 2000 tax season. 

The 2000 tax season commenced February 1, 2001. Our clinic had twelve senior 
accounting majors as LITC Volunteers. Each student was required to take a 3 credit 
senior-level tax course (Fall 2000) and a 3 credit senior tax workshop course (Spring 
2001). In addition to the traditional syllabus requirements, all tax volunteers com- 
pleted the Volunteer/Income Tax Assistance (VITA) Workbook and Compliance 
Exam. Supplemental VITA tax material for resident and non-resident aliens was 
also provided by the IRS. Specific training regarding ESL taxpayers was also deliv- 
ered by Community Partners experienced with ESL constituencies. 

Prior to the tax preparation season, arrangements were made with Community 
Partners to conduct onsite tax preparations at their own locations. This allowed ESL 
tax clients easy access of location and familiarity with translators. Forty families 
were serviced at three different site locations. 

All tax returns were computerized and all but one was electronically filed. The 
one exception was that of a family whose son had independently filed, therefore pre- 
venting the full utilization of a dependency exemption. The son’s return needed to 
be amended and both parties filed manually. Another very rewarding experience 
concerned a Russian family, mother and daughter. The daughter spoke English and 
translated for the family. The tax return was eligible for the EIC and Child Credit. 
The taxpayer received a substantial refund and the mother and daughter were over- 
whelmed with joy. 

Additionally, four separate workshops were provided to Ithaca College inter- 
national students. Approximately 60 taxpayers participated in the hands-on tax 
preparation of their federal and New York State non-resident tax returns. At one 
of the workshops, an Ithaca College international student questioned an IRS defi- 
ciency letter regarding his 1999 federal non-resident return. Apparently, an income 
tax had been assessed on scholarship income. The student taxpayer, being unfa- 
miliar with IRS tax correspondence, paid the tax deficiency of approximately 
$2,100.00. After proper review, an amended tax return was filed and the student 
received a full refund. 

To insure quality control in the preparation of ESL tax returns, the clinic partici- 
pated in a peer review of client tax workpapers. The accounting firm of Dannible 
& McKee CPAs of Syracuse, New York, conducted an onsite review of the clinic’s 
2000 tax practice. An unqualified report was issued and no material exceptions were 
noted. For the record, on behalf of the LITC Volunteers and Ithaca College, a sin- 
cere thank you to Mr. Christopher Didio, partner, Bridget Reilly, staff assistant, and 
the firm of Dannible & McKee CPAs, for volunteering the critically needed inde- 
pendent quality control review. 

LITC Funding and Application Process 

The grant period 10/1/99-9/30/00, which was Ithaca College’s first year, was not 
approved for funding until March 30, 2000. The administrative delay prevented ESL 
tax preparation for the 1999 tax season. Notwithstanding this event, the clinic com- 
menced its start-up phase on April 1, 2000. The grant period then was administra- 
tively extended from 9/3/00 to 12/31/00, to allow for easier record-keeping and a bet- 
ter matching of academic and government calendars. This change to a calendar year 
grant was well received by grant recipients. 

Competition for the 2001 LITC Grant was very keen. Increased applications and 
IRS competitive checklists made the selection process rigorous. Ithaca College re- 
ceived a grant in the amount of $26,867. The Ithaca College administration and fac- 
ulty are extremely proud to be part of the 2001 academic grant recipients, which 
represent many prominent academic institutions across the nation. 

The Partnership Between the LITC and the IRS 

Almost immediately, grant recipients urged the IRS to take an active role in pro- 
moting LITCs to eligible taxpayers. The clinics were in favor of “stuffers,” announce- 
ments of LITCs, their services and locations. The stuffers would be added to the IRS 
mailings pertaining to audit, compliance inquiries (EITC), collection and other tax- 
payer correspondence. This is a very delicate and sensitive issue and currently the 
Service is working on a solution. 

On September 7, 2000, I traveled to Buffalo, NY, for a meeting with Hanna Cohn, 
Director of the LITC at Volunteer Legal Services of Monroe County New York, the 
Buffalo District Director, and various IRS department administrators. At that meet- 
ing, many issues were discussed, two of which were significant. First was the prom- 



35 


ise of active participation from the IRS regarding stuffers and marketing. Second 
and more importantly was the issue of our local IRS office (Elmira-Binghamton, NY) 
contacting or referring low-income taxpayers who are currently being examined to 
the Ithaca College LITC. I was graciously allowed to ask questions regarding the 
total number of current audits, collection proceedings and EITC compliance letters. 
Without being specific, I was informed that the audit selection process covered ap- 
proximately 2% of the taxpaying population and substantially all were not with low- 
income taxpayers. If this is correct, advocacy services of an LITC in a less densely 
populated rural environment may have fewer clients to serve. We recognize that the 
most controversial issue at this time is EITC compliance and that our area has one 
of the largest percentages of individuals below the poverty level — 18.9%. If the Serv- 
ice decides to initiate compliance testing with respect to EITCs, a partnership with 
LITCs could prove most advantageous. 

As part of the LITC grant, recipients were required to participate in an annual 
tax conference. In April 2001, the group met in Washington, DC, sponsored by the 
American Bar Association Section of Taxation. The first day was devoted to the IRS, 
grant procedures, and administrative audit requirements. The groups were sepa- 
rated into academic and non-profits. The second day was spent discussing advocacy 
and was expertly facilitated by the presentations of law school faculty. This was my 
first meeting at a LITC conference. In the future, more emphasis should be placed 
on ESL problems and solutions. The partnership between the IRS and LITC is new; 
it has to mature. Given the new climate at the IRS, I am confident the relationship 
will grow and be beneficial to the targeted taxpayers. 

Are LITC’s Fulfilling all the Needs of Low Income Taxpayers and ESL Constitu- 
encies? 

The beginning years of the LITC grant program have had a successful record of 
increasing grant applications and increased funding. Academic and non-profit insti- 
tutions have answered the call and are providing the advocacy for low-income tax- 
payers and professional tax services for ESL constituencies. A review of the 2001 
grant recipients includes, among others, professionally qualified advocates from 
well-known law schools, universities, and established legal clinics. The remainder of 
grant recipients represent specific ESL contingencies. I am confident as applications 
increase further that additional funds will be made available by Congress to con- 
tinue this outstanding program. 

Tax advocacy is surely needed, but is this the only solution to the low-income tax- 
payer problem? I think not. There are approximately 12-15 million taxpayers who 
would qualify as low-income taxpayers. Nina Olson stated in her testimony to this 
committee on April 3, 2001, “ — essentially taxpayers whose income is so low as to 
be eligible for the Earned Income Credit are a captive market for return preparers 
who are not very accurate or who are not making the proper inquiries for their cli- 
ents in order to accurately complete returns.” Ms. Olson also remarks about the 
non-compliance problems of the EITC. It makes perfect sense that the issues of 
clearly understanding technical tax complexities are similar for low income tax- 
payers as well as ESL clients. The bigger, and as yet, unmet need of low-income tax- 
payers is tax preparation. 

Recently the Internal Revenue Service reorganized; this great undertaking is an 
exciting administrative change. The Service’s enlightened attitude towards tax- 
payers is refreshing. However, does the IRS also believe that tax preparation to low- 
income taxpayers is important? Absolutely! This past tax season, the Service pre- 
pared approximately 500,000 tax returns primarily for low-income taxpayers. The 
returns were prepared by Revenue Agents, supervisors, and other selected IRS tech- 
nicians who were reassigned to Taxpayer Assistance Centers across the nation. 
What is the cost of this service? What is the lost opportunity cost to the IRS? Is 
there a better way? 

Mr. Chairman, our own Congressional district has an unusually large number of 
citizens below the poverty level. When you apply the 250% of poverty level limit re- 
quired by LITCs, the eligible taxpayers increase. In Tompkins County, which has 
approximately 98,000 people, possibly 20,000-25,000 could qualify as low-income 
taxpayers. 

In Ithaca, taxpayer preparation for low-income taxpayers is provided by one TCE 
Clinic, RSVP, which services 1,200 taxpayers, and one VITA site at Ithaca College, 
which assists 200 taxpayers. Where do the remaining low-income taxpayers go? Is 
the tax preparation fee commensurate with the professional service performed? Are 
there hidden fees for processing and fast refunds? 

I and many others believe pilot programs are needed immediately to more fully 
address the needs of low-income taxpayer preparation, to work more closely with the 
IRS to increase compliance and accuracy for EITCs and other low-income taxpayer 
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issues, and most importantly, to assist the IRS in shifting the unrealistic burden 
it has undertaken as the tax preparer for one-half million taxpayers. 

One proposal already being considered in the Senate is funding for VITA pro- 
grams. VITA sites now provide an excellent venue for low-income taxpayer prepara- 
tion. Funding guidelines would be similar to the LITC grant application process. Re- 
sources could be used for training, computers and procedures for electronic filing. 
VITA programs can now process tax returns (computerized/e-filed) for approximately 
$25. When you contrast this with the IRS’s cost per tax return, VITA funding as 
a pilot project is worth exploring. 

Summary 

In summary, the LITC grant project for academic institutions is an excellent ex- 
ample of the Scholarship of Engagement. The LITC connectiveness of government, 
taxpayers, private/non-profit institutions and the classroom, all combine to provide 
a truly needed service. Everyone benefits: the eligible taxpayer receives a very need- 
ed free professional service; the academic institution fulfills its community responsi- 
bility for outreach; the government achieves compliance and increased electronic fil- 
ing; and the classroom environment flourishes. If properly supervised, the classroom 
becomes a professional tax practice. This environment nurtures communication 
skills, training, computerization, tax work papers, quality control, electronic filing, 
and professionalism. The LITC at Ithaca College ranks as one of the most rigorous 
and rewarding college experiences for the student volunteers. 

Mr. Chairman, thank you for this opportunity to come before this subcommittee 
and discuss the impact LITCs are having on taxpayers. 


Chairman Houghton. Thanks a lot, Mr. Cohen. I really appre- 
ciate you being here representing our part of the country. You are 
great. If you have to leave, do so or at any time because we are 
going to go through the panel and then have some questions. 

So what I would like to do is to ask Mr. Rich — Mr. Rich, would 
you like to testify? Why don’t you just turn on the mike then. 

STATEMENT OF DIXON R. RICH, JR., ADJUNCT PROFESSOR, 

AND FACULTY MEMBER, LOW-INCOME TAXPAYER CLINIC, 

UNIVERSITY OF PITTSBURGH SCHOOL OF LAW, PITTS- 
BURGH, PENNSYLVANIA 

Mr. Rich. Thank you. Good afternoon or at this point good 
evening, Mr. Chairman and Members of the Oversight Sub- 
committee; and I would particularly like to thank Congressman 
Coyne for inviting me personally down to explain the University of 
Pittsburgh’s program to you. 

Basically, I would like to discuss three aspects of the program — 
basically, our clients, our students and our cases — and then, sec- 
ond, like to take a look at a short review of what has worked good 
for us and what hasn’t and then a recommendation, third. 

Specifically, the University of Pittsburgh School of Law has a tax 
advocacy LITC. We don’t prepare tax returns. We help people with 
problems with the IRS. We answer all calls, and we refer taxpayers 
that have preparation problems to the VITA programs that exist in 
the area. And if a taxpayer calls with a frivolous claim, we send 
them on their way. We don’t waste any time on frivolous claims. 

Where our clinic is located, it is centrally located in Pittsburgh, 
at the University of Pittsburgh Law School next to the Law Li- 
brary. The building is open during the day and the evenings so peo- 
ple that have to work don’t have to miss work to meet with us. 

It is a great opportunity because in the Pittsburgh area prior to 
this clinic there was no place low-income taxpayers could go for 
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help except the IRS, and when they go to the IRS — and they have 
expressed this and the clients I have talked to — they don’t get the 
same comfort level that they do coming to talk to us. Once they re- 
alize that they are talking to somebody on a confidential basis and 
they can tell us the whole story, whereas if they are talking to the 
IRS they have to watch what they say, I think that also speeds up 
their process. Because once they know that we are available, they 
are willing — the last thing they want to do is have a tax problem 
hanging over their head. But the second-to-last thing they want to 
do before that is to call themselves. So if they understand, hey, we 
can talk to these people, we can sign a power of attorney, and they 
can take care of the problem with us, I mean, we have to pay what- 
ever we owe or do whatever we have to do, but it really helps re- 
solve problems a lot quicker. 

To respond to what Nina said, when somebody gets a notice in 
the mail, they get one notice, they don’t do anything. They get two 
notices, it starts snowballing on them. Then, before you know it, 
they are in collections when they might have had just to send a 
birth certificate in to prove that their child they claimed the earned 
income credit for was actually their child. 

Because one thing that I have found is that you don’t run into 
traditional family units. You might have people with last names 
being the mother of somebody, you know, and it is just not as easy 
as it used to be to prove these things. 

So having qualified students — and our students, second — and 
third-year students, a lot of them have a surprising amount of gen- 
eral and public accounting experience; and they are almost all law 
clerks. So they are very well represented, and the IRS has been 
very cooperative in working with the students. Also, the IRS in our 
area has been very cooperative in helping get our names out. 

The Collections Division is an area — and that is the one rec- 
ommendation I have to make — is the one area where we could help 
a little more with getting notices — because lawyers aren’t allowed 
to target people, but in this instance where you have a notice going 
to taxpayer, it is easy to — well, I shouldn’t say it is easy because 
of the logistics of which taxpayers get the notice and not — but to 
stick a little piece of paper in the notice that says, here, if you are 
within 250 percent of the poverty level you can call these people 
and get help. I think that really speeds up the process, and it 
might cut into the dead weight that Nina’s coming across. 

In particular, we have had all kinds of clients. Our clients are 
singles, single and married moms and dads, abused spouses, dis- 
abled taxpayers and retired taxpayers. The types of situations and 
the cases we have — we have had two Tax Court cases. I have only 
been there a year, but we have had two Tax Court cases, both of 
which we have prevailed on, and stipulated cases where there 
aren’t any trials. We just go in and prove — we sit down, do what 
we have to prove, and the case is over. We are not wasting any Tax 
Court time. 

We have also had a lot of issues with dependency and claiming 
exemptions, filing status, proving head of household, things like 
that, and offers in compromise, installment agreements, formally 
and informal, cases where we have the IRS, the Service Center will 
issue out a 1099 matching audit. 
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Well, this one poor lady, a relative did her tax return for her. She 
got a big tax bill. Well, what we did — she did miss some income, 
but what she also missed was a bunch of expenses and deductions. 
We took care of that. She still owes a little money, but it is a whole 
lot less. That was for 1999, and for 2000 we are just going to do 
the same thing. So we are really killing two birds with one stone 
there. You know, we have one taxpayer and we have cleaned up 
2 years in matter of a couple of months. 

So I think this is one area I know in the Pittsburgh area where 
there were no legal clinics before. If you had a family problem, you 
could go to one place, but you couldn’t go to anyplace with a tax 
problem. 

The one area where I really think the IRS and where I would 
recommend we help is the stuffer notices. I know in Pittsburgh, the 
appeals office, the taxpayer service office, the walk-in office, they 
have been very helpful. They tell people, hey, if you have a prob- 
lem, call these people and PITT will help you. But the actual no- 
tices, the collection notices that go out of Philadelphia and the 
automated collection system, if you could stick notices in them, I 
think you could really help a lot of taxpayers and cut down a lot 
on — you could target who we need to help. 

I mean, targeting people when you are a lawyer isn’t good, but 
in this situation, I mean, that is our audience. Taxpayers are who 
we are supposed to help. They get a notice, and it would be easy, 
I would think, to include our blue stuffer notices with all of the 
other notices that go out of Philadelphia. 

From the students’ perspective, I think it really helps our stu- 
dents in the skill of learning how to meet a client, to gain their 
confidence and to interview a client and to gather the information 
necessary to prove your case to the IRS, especially in our situations 
because sometimes the evidence isn’t as clear. There isn’t a check- 
book or leases, things that normal people have. 

In closing, I really thank the fact that you are giving low-income 
taxpayers an opportunity for confidential independent help other 
than the IRS. When they walk into our office they are nowhere 
near the Federal building, and it gives them a comfort level and 
gives them the ability to promptly respond without having a sword 
or something hanging over their head. 

Thank you very much for giving me the time this afternoon. My 
testimony goes into a lot more detail, but I just wanted to really 
concentrate on the fact that, up until you guys and ladies have 
started this program, there was no other program like this, and I 
want to thank Nina for doing so. 

[The prepared statement of Mr. Rich follows:] 

Statement of Dixon R. Rich, Jr., Adjunct Professor, and Faculty Member, 

Low-Income Taxpayer Clinic, University of Pittsburgh School of Law, 

Pittsburgh, Pennsylvania 

Good afternoon, Mr. Chairman and Members of the Oversight Subcommittee. My 
name is Dixon R. Rich, Jr. I am a tax attorney in Pittsburgh, Pennsylvania, and 
an adjunct professor at the School of Law of the University of Pittsburgh. I have 
been involved as a faculty member of the Low-Income Taxpayer Clinic for the past 
year. 

I wish to thank the Subcommittee and Congressman William Coyne in particular 
for this opportunity to share our perspective of and our experience with the Low- 
Income Taxpayer Clinic at the University of Pittsburgh. I would also like to extend 
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the regrets of Clinic Director, Professor Martha M. Mannix, who is unable to take 
part in the hearing today. 

We greatly appreciate the three-year funding from the Internal Revenue Service 
(IRS) and believe the Low-Income Taxpayer Clinic (LITC) provides a much-needed 
community service to individuals who have few other avenues of assistance, at the 
same time it is a unique and valuable professional learning experience for second 
and third year law students. 

I would like to cover three aspects of our experience for you: first, a brief descrip- 
tion of the Clinic at the Law School including its history, its clients, its students 
and its cases; second, a short review of what has gone well for us and our clients; 
and third, a recommendation for the future that we believe could improve what is 
already a highly-effective program. 

The Low-Income Taxpayer Clinic at the University of Pittsburgh is one of PITT 
Law School’s four student climes: tax law, health law, elder law and environmental 
law, that provide important legal services to the community and professional, 
hands-on training for future lawyers. As a result of receiving the funding award 
from the IRS, Professors Martha M. Mannix, Thomas D. Arbogast and Leo N. Hitt 
organized the Clinic during 1999, which then opened its doors to clients and stu- 
dents in January 2000. 

Specifically, the University of Pittsburgh School of Law LITC is an “advocacy clin- 
ic.” We assist low-income taxpayers with resolving open issues with the IRS. We re- 
spond to all inquiries and refer tax preparation requests to local VITA programs. 
PITT’s LITC is housed adjacent to the law library with the Law School’s other stu- 
dent clinic offices, where Ms. Stacey Patrick, our LITC administrative assistant, re- 
ceives client and student messages and correspondence and maintains our client 
files. 

The Clinic is centrally located on the main boulevard in the Oakland neighbor- 
hood of Pittsburgh and easily accessible by public transportation. The building is 
open during the day and evening, enabling students to meet with taxpayers without 
taxpayers missing work. 

The LITC program provides low-income taxpayers an opportunity for free tax as- 
sistance that is confidential and independent from the Internal Revenue Service. 
Unlike the IRS Walk-in Taxpayer Assistance offices, our LITC is physically separate 
and independent from the IRS. This provides low-income taxpayers with a comfort 
level they cannot obtain from assistance provided by IRS employees. 

Prospective clients usually ask about our connection with the IRS. Once they un- 
derstand we are independent and that their conversations are confidential, clients 
feel more relaxed and are more inclined to fully explain their situation. By executing 
a Power of Attorney, low-income taxpayers are afforded representation before the 
IRS and the luxury of not having to personally talk and correspond with IRS em- 
ployees. Clients are candid that the anxiety of talking with IRS employees creates 
stress that snowballs with each notice and delays them from responding to IRS no- 
tices. After contacting a LITC, an eligible taxpayer is more likely to promptly re- 
spond to IRS notices. 

During the past year, we have been contacted by approximately sixty (60) tax- 
payers and have accepted and represented thirty-eight (38) clients. Our clients are 
all ages and consist of singles, single and married moms and dads, abused spouses, 
disabled taxpayers and retired taxpayers. 

This past year we had eight (8) students during the fall 2000 semester and ten 
(10) during the spring 2001 semester, nine (9) women and nine (9) men. Many of 
the students have public accounting, general accounting or law firm clerking experi- 
ence, so our clients are represented by qualified students that are assisted and 
closely monitored by our LITC faculty. Upon receipt of an inquiry, a specific student 
is assigned to contact the taxpayer and interview them to determine their eligibility. 
If the taxpayer is eligible, the student proceeds with the representation and pre- 
pares an engagement letter. On average, each student handles one (1) to four (4) 
cases/clients. Any student without an active case is assigned to specific marketing 
projects. 

We field general questions from taxpayers. Over the past year we have handled 
two Tax Court cases involving a taxpayer’s eligibility for head of household filing 
status and the earned income credit. Both cases were settled in favor of the tax- 
payer by stipulation, without the need for a trial, thereby saving court time. We 
have responded to IRS notices requesting further proof from taxpayers filing as 
head of household, claiming exemptions for dependents and claiming the earned in- 
come credit. We have contacted a bank and corrected the amount of income reported 
on a Form 1099 when it foreclosed on a low-income taxpayer’s residence, then pre- 
pared an amended tax return reducing the discharge of indebtedness income recog- 
nized when the bank sold his house. We have filed Offers-in-Compromise on behalf 
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of taxpayers dealing with the Collection Division of the IRS. We have assisted low- 
income taxpayers with formal and informal installment payment agreements with 
the Collection Division. We have also handled innocent spouse claims, one of which 
is still pending, and have reviewed the possibility of utilizing Due Process Hearings 
in innocent spouse and other similar hardship cases with a longtime Pittsburgh Ap- 
peals Officer, recently trained for Due Process Hearings. We have responded to an 
IRS Service Center Form 1099 matching audit conducted by mail on behalf of a tax- 
payer, who had a relative prepare her 1999 return. We correctly reported her gross 
income, substantiated the claimed deductions and deducted additional expenses 
originally overlooked. She still owes tax, but now it’s much less. In addition, we are 
in the process of amending her 2000 Form 1040 to deduct additional expenses, simi- 
lar to those overlooked in 1999. We have also assisted a number of taxpayers with 
their filing status, their options for claiming withholding exemptions on Form W- 
4 and their option of receiving their earned income credit in advance during the 
year by increasing their “take-home pay.” 

We have placed flyers in the IRS Pittsburgh Appeals/District Counsel Office, 
which handles appeals and Tax Court cases, and the Taxpayer Service Walk-in 
Room, which handles general questions, provides tax forms and processes hand de- 
livered payments. Additionally, students distributed flyers to elderly facilities, shel- 
ters, the Department of Welfare, churches and other social/government subsidized 
nonprofit organizations. All students are involved in marketing and some have ob- 
tained radio and print exposure. We arranged publicity through the local media 
with an interview on a local news and talk radio station and through an in-depth 
article, including contact information, in the Pittsburgh Post-Gazette. We have also 
advertised in a few neighborhood newspapers distributed free to the public in areas 
likely to house eligible taxpayers. This marketing experience is invaluable for stu- 
dents, since not introduced through the academic component of law school. 

The Internal Revenue Service has also been very helpful by including LITC Stuff- 
er Notices with IRS Appeals Division notices, as well as displaying and distributing 
our PITT LITC flyers in their offices. The Tax Court also includes LITC Stuffer No- 
tices in “S” (i.e. small) cases to be held in Pittsburgh. While preparing this testi- 
mony, we received an inquiry from Malvern, Pennsylvania, clear across the state 
from Pittsburgh, involving a taxpayer with a mental health disability and a 1996 
tax liability accruing penalties and interest. With technology today, we can rep- 
resent an out-of-town taxpayer or contact a closer LITC. Telephone calls like this 
show the effectiveness of including LITC Stuffer Notices with IRS notices; eligible 
taxpayers most needy of our free services can be directly informed. 

Handling LITC cases also trains students in meeting and interviewing clients. 
Students develop the skills of earning a client’s confidence, asking questions in a 
patient and unobtrusive manner, framing the issues, designing a solution or alter- 
nate solutions, then eliciting pertinent information and obtaining substantiating 
documentation. A few female students have also gained experience addressing and 
earning the confidence of older male clients. 

Many low-income taxpayers do not have cancelled checks, leases and other docu- 
mentation normally submitted to the IRS. Students gain the experience of utilizing 
alternate sources of substantiation such as affidavits. Low-income taxpayers do not 
always have the luxury of living in traditional family units, (i.e. one or two parents 
with children). Different generations of families and stepfamilies and other non- 
traditional living arrangements further complicate the ability to provide traditional 
substantiation to the IRS. The availability of our LITC services enables low-income 
taxpayers living in nontraditional arrangements to prove their filing status, eligi- 
bility for tax benefits and resolve controversies. 

Since the time frame to completely resolve an issue with the Internal Revenue 
Service usually exceeds one (1) semester, students gain the experience of picking up 
a case midstream, that another student started. At the end of each semester when 
pending cases are passed to the next LITC class, they also gain the experience of 
preparing closing memos outlining each case’s history and law, its current proce- 
dural and administrative status and items to be completed. 

Alleviating the stress associated with personally communicating with the IRS gen- 
erally improves the quality of life of low-income taxpayers and their families. The 
low-income taxpayers benefit and the students benefit by gaining practical, clinical 
training. The IRS may benefit by prompt responses and more efficient communica- 
tions, since students understand the IRS regulations and can accurately respond to 
IRS inquiries, thereby reducing the need for follow-up requests. 

In closing, the University of Pittsburgh School of Law would like to thank Con- 
gress, the Committee on Ways and Means and this Subcommittee for the oppor- 
tunity to provide important legal services to low-income taxpayers that were not 
available before the Low Income Taxpayer Clinic program was established. Our con- 



41 


fidential and professional relationship with our LITC clients and our independence 
from the Internal Revenue Service distinguish our services from the free services 
provided by IRS employees. As you may be aware, before the LITC program, low- 
income taxpayers were generally limited to seeking free tax assistance from the IRS. 

The Internal Revenue Service and the Tax Court have been extremely helpful in 
implementing this program and advising low-income taxpayers of our free services. 
The IRS has also been very accommodating in corresponding with students rep- 
resenting taxpayers. The managers of the Pittsburgh Taxpayer Service, Appeals and 
District Counsel Divisions have agreed to meet with our fall 2001 LITC class to ex- 
plain how their respective divisions operate and make themselves available for ques- 
tions. 

We recommend including stuffer notices in IRS collection notices generated by the 
Collections Division sent to low-income taxpayers to directly inform a large group 
of eligible taxpayers that would benefit from our services, since other independent, 
confidential representation rarely exists. 


Chairman Houghton. Thanks very much, Mr. Rich. Mr. Book. 

STATEMENT OF LESLIE BOOK, ASSISTANT PROFESSOR OF 

LAW, AND DIRECTOR, FEDERAL TAX CLINIC, VILLANOVA 

UNIVERSITY SCHOOL OF LAW, VILLANOVA, PENNSYLVANIA 

Mr. Book. Good evening, Mr. Chairman and distinguished Mem- 
bers of the Subcommittee. Thanks very much for your continued in- 
terest in low-income taxpayer clinics. 

In light of the time of day and prior testimony and written testi- 
mony, I am going to summarize a few important points and high- 
light some areas that I think are worth highlighting. 

Villanova University where I am affiliated is one of the few orga- 
nizations that, prior to the Restructuring Act, hosted tax clinics. 
Since the 1998 Restructuring Act, the growth of tax clinics has 
been remarkable, and I am pleased to be able to be part of this 
growing and exciting community, and I would like to talk about 
some of the issues and challenges raised by the growth and the op- 
erations of the program. 

Today, LITCs across the country represent thousands of tax- 
payers involving all stages of the tax controversy process and all 
sorts of issues, including varied issues like earned income tax cred- 
it, innocent spouse, injured spouse, offers in compromise, edu- 
cational expense deductions, substantiation of business expenses 
and others. Moreover, LITCs are helping nonfilers reenter the tax 
system. 

I wanted to highlight just a few attributes of our client base and 
talk about how I think LITCs can really play an important role in 
the system. 

Many of the clients of LITCs such as Villanova’s are least able 
to help themselves. A number of our clients, like other clients at 
LITCs, are relative newcomers to the country who may speak 
English as a second language. These ESL taxpayers, while diverse 
in their backgrounds, often share significant language barriers and 
fear of government and have little understanding of our Nation’s 
voluntary system of tax self-assessment. Many other of our clients, 
like those at other LITCs, are recently off the welfare rolls in wel- 
fare-to-work programs. Others are recently separated or divorced. 
A significant number of our clients lack access to computers and 
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to the Internet that many of us now take for granted in our lives 
and have limited literacy skills and educational backgrounds. 

What that means for the most part is a number of these tax- 
payers are ill-equipped to handle and work through the oftentimes 
confusing and lengthy controversy process. The procedural and sub- 
stantive provisions of the Internal Revenue Code, as we all know, 
are quite complex, and LITCs play an very important role in ensur- 
ing that those taxpayers have a voice in the system. 

What I would like to do is really acknowledge the strong admin- 
istration of the program that the IRS has been able to provide 
since day one. I think it has been a challenge to get up and run- 
ning a grant administration program as well as an organization 
that is reviewing the performance and operation of the LITCs. 
What has happened is because of the great success of the LITCs 
and the funding provisions there has been enormous growth in the 
program. 

In the 3 years in which LITC funding has been available, the 
growth has been substantial. In the first year, the IRS received 43 

f rant applications and approved 34 grants totaling approximately 
1.46 million. In the second, year the IRS received 88 grant appli- 
cations and approved 81 grants totaling approximately $5 million. 
Last year, the IRS received 141 grant applications and approved 
102 applications covering a full $6 million authorized under section 
7526. 

Largely because of the success and remarkable growth of the 
LITC program the IRS has been placed in a very difficult situation 
that I believe will only get worse. According to the IRS, of the 102 
organizations which received funding for 2001, almost 50 percent 
of those organizations would have received additional funding if the 
$6 million authorization cap in section 7526(c)(1) were higher and 
more appropriated funds were made available. Moreover, according 
to the IRS in 2001 the $6 million funding limitation prevented 
eight otherwise qualifying organizations from receiving any funding 
at all. 

The effect of this is that many otherwise needy taxpayers in 
parts of the country are not able to receive representation. Many 
organizations that receive only partial funding are not able to serve 
fully their communities. 

There are 12 States without any LITC at all; and many large cit- 
ies, especially those with significant ESL communities and high 
populations of those recently moved from the welfare rolls, could 
support more LITCs. If things merely stayed the same, the IRS 
would continue to be placed in the unenviable position of rejecting 
in whole or in part worthy organizations’ grant applications and de- 
nying the possibility of extending the benefits of LITC activities to 
deserving communities. 

Accordingly, in my written testimony I recommended that Con- 
gress consider raising the authorization limitation from $6 million 
to $15 million and likewise consider specifically appropriating 
funds so the IRS does not have to make difficult decisions in terms 
of allocating resources to LITCs apart from other areas in which 
the IRS is intending to modernize. 
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In sum, I believe the LITC program has been an unqualified suc- 
cess, and I look forward to continuing to work with the IRS and 
with Congress in ensuring its future success. 

Thank you. 

[The prepared statement of Mr. Book follows:] 

Statement of Leslie Book, Assistant Professor of Law, and Director, Federal 

Tax Clinic, Villanova University School of Law, Villanova, Pennsylvania 

Mr. Chairman and Distinguished Members of the Subcommittee: 

Thank you for providing me the opportunity to testify on the important topic of 
low-income taxpayer clinics (LITCs). LITCs have been one of the true success stories 
of the Internal Revenue Service Restructuring & Reform Act of 1998 (RRA), and I 
am pleased to be able to share with the Subcommittee my experiences serving as 
a Director of a tax clinic hosted by an academic institution. 

Let me introduce myself. Since August, 2000, I have been an Assistant Professor 
of Law at Villanova University School of Law in Villanova, Pennsylvania, and Direc- 
tor of our school’s Federal Tax Clinic. Prior to joining Villanova, I was a professor 
at Quinnipiac University School of Law in Hamden, Connecticut, and Director of its 
Tax Clinic. Both of those academic institutions are unique in that they are among 
the dozen or so organizations that sponsored tax clinics prior to RRA’s authorization 
to the Treasury to allocate up to $ 6 million for matching grants up to $100,000 
to qualified organizations. Villanova University School of Law has been a recipient 
of LITC grants since the program’s inception, and has received $87,250 for the year 
2000 and is scheduled to receive $100,000 this year. 

I. The Importance of LITCs 

Prior to RRA and the work of pioneers in the tax clinic community, including two 
other distinguished witnesses here today, Professor Janet Spragens and the current 
National Taxpayer Advocate, Nina Olson, many in the tax community were sur- 
prised to hear about low income individuals’ need for legal representation. Now, 
however, I believe there is a growing awareness of the need for professional tax rep- 
resentation for the low income taxpayer community. Today, LITCs across the coun- 
try represent thousands of taxpayers involving all stages of the tax controversy 
process in issues involving the earned income tax credit, innocent spouse and in- 
jured spouse provisions, offers in compromise, educational expense deductions, sub- 
stantiation of business expenses, and others. Moreover, LITCs are helping non-filers 
reenter the tax system. 

Many clients of LITCs are those often least able to help themselves, including rel- 
ative newcomers to the country who may speak English as a second language (ESL). 
These ESL taxpayers, while diverse in their backgrounds, often share significant 
language barriers and a fear of government, and have little understanding of our 
nation’s voluntary system of tax self-assessment. Other clients include those who 
have re-entered or just entered the workforce from the welfare rolls, and recently 
separated or divorced taxpayers. A significant number of LITC clients lack access 
to computers and to the internet that many of us now take for granted in our lives, 
and have limited literacy skills and educational backgrounds. A large percentage of 
LITC clients have limited means of transportation, and are overextended, balancing 
the demands of both work and family in single-parent households. These factors 
hinder significantly their ability to work with the often complex substantive and 
procedural provisions of the Internal Revenue Code, which apply even to low-income 
persons. Merely answering IRS-generated correspondence, gathering facts through 
contacting witnesses and collecting documentary evidence in support of a matter can 
be difficult in the face of some of these factors. 

While the amounts in controversy for these matters are often small (for a typical 
matter in the Villanova Tax Clinic, the amount in controversy is about $4,000, al- 
though some matters can involve much more), for our clients the amounts are sig- 
nificant. A few thousand dollars for a single working mother just getting by can 
mean the difference between being able to move to a better and safer neighborhood, 
clothes for the family, or steady access to transportation or child-care. 

In the last year, the Villanova Federal Tax Clinic was contacted by over 100 tax- 
payers seeking our services. We were able to represent 42 of those taxpayers, as 
well as continuing to provide services to six taxpayers whose representation contin- 
ued from the prior year. Six of those taxpayers were ESL taxpayers. These matters 
included all stages of the tax controversy process. In the past year, working with 
the IRS, the Tax Clinic was able to make a significant difference in our clients’ lives. 
A few highlights included successfully restoring the earned income credit for a num- 
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ber of clients; abating a crippling tax assessment to young man who sold assets in 
a custody account upon turning 18 but who initially failed to file a tax return; suc- 
cessfully prevailing at Appeals on an equitable relief innocent spouse claim for a vic- 
tim of domestic abuse who was unable to gather on her own the evidence needed 
to demonstrate eligibility; and many offers in compromise and installment agree- 
ments that gave our clients the ability to overcome past mistakes and the oppor- 
tunity to become responsible taxpayers. 

A number of the taxpayers we did not represent were taxpayers who had no basis 
in positions but who genuinely did not understand the often complex rules applica- 
ble to their situations, including issues involving filing status, earned income tax 
credit and the financial disability rules applicable to refund claims. 

In addition to LITCs helping resolve individual cases for otherwise unrepresented 
taxpayers, they provide other benefits that are just as tangible, only somewhat indi- 
rect. Through their individual representation and outreach to communities such as 
the growing English as a Second Language population, LITCs contribute to a gen- 
eral sense of confidence among taxpayers that the tax system is responsive to all 
members of society. In the past year, the Villanova Tax Clinic sponsored informa- 
tional outreach sessions to community service organizations working with victims of 
domestic abuse and the ESL community. Prior to our sessions, these organizations 
and their constituents were largely unaware of some of the more important tax 
issues applicable to their communities. Moreover, through the presence of LITCs 
working cases both in the court system and before the IRS, LITCs help ensure that 
the tax system is aware of issues and needs of constituencies that often do not have 
a voice in the system. LITCs help reduce the administrative burdens on the IRS and 
the court system often associated with pro se taxpayers. Through LITCs at academic 
institutions, enrolled students gain valuable educational experiences and practical 
skills necessary for professional representation, and are often exposed to the value 
of public service and the importance of pro bono activities. 

II. The Growth of LITCs 

The RRA LITC funding provision has contributed enormously to the growth of tax 
clinics. In the three years in which LITC funding has been available, there has been 
remarkable growth: in the first year of the program, FY 1999, the IRS received 43 
grant applications and approved 34 grants totaling approximately $ 1.46 million; in 
the second year, FY 2000, the IRS received 88 grant applications and approved 81 
grants totaling approximately $5 million; in the third year, for the calendar year 
2001, the IRS received 141 grant applications and approved 102 applications cov- 
ering the full $6 million authorized under section 7526. 

Treasury and IRS have done an admirable job of creating the grant review proc- 
esses and putting in place personnel necessary to manage and administer the grant 
program. Working with the American Bar Association Section of Taxation and the 
American University School of Law, the IRS has co-hosted annual meetings allowing 
the LITC community to come together to consider substantive, procedural and 
grant-related issues in a collegial atmosphere. The IRS has put in place program 
guidelines in grant application packages, and has generally been responsive infor- 
mally to LITC-generated questions and concerns. 

Nonetheless, largely because of the success and remarkable growth of the LITC 
program and the annual $6 million authorization limitation of section 7526(c)(1), the 
IRS has been placed in a very difficult situation that will only get worse. In FY 
2001, 141 applicants sought grants totaling $9.8 million, almost 40 percent more 
than the statute’s authorization amount. According to the IRS, of those 102 organi- 
zations awarded funding for 2001, almost 50 percent of those organizations would 
have received additional funding if the $6 million cap were higher and appropriated 
funds were available. Moreover, according to the IRS, in 2001, the $6 million fund- 
ing limitation prevented eight otherwise qualifying organizations from receiving any 
funding at all. The effect of this is that many otherwise needy taxpayers in parts 
of the country are not able to receive representation, and many organizations that 
received only partial funding are not able to serve fully their communities. There 
still are 13 states without any LITC at all, and many large cities, especially those 
with significant ESL communities and high populations of those recently removed 
from the welfare rolls, could support more LITCs. 

If things merely stay the same, the IRS will continue to be placed in the 
unenviable position of rejecting in whole or part worthy organizations’ grant applica- 
tions and denying the possibility of extending the benefits of LITC activities to de- 
serving communities. It is likely that these problems will be exacerbated in the im- 
mediate future if the $6 million cap is not increased substantially. In response to 
concerns previously raised by many in the LITC community regarding the need to 
be in a position to hire more qualified personnel and to better plan resources, start- 
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ing in 2001, as permitted by section 7526(c)(3), the IRS has awarded to a number 
of institutions multi-year grants up to a period of three years. Starting in 2001, the 
IRS has also switched the grant program year from a fiscal year ending 9/30 to a 
calendar year, which should also assist LITCs in their planning, especially those 
hosted by academic institutions. Yet, it is likely that the number of qualified organi- 
zations seeking LITC funding will increase and the amount of funds sought by al- 
ready funded organizations will increase, especially among potential and existing 
LITCs at non-academic non-profit (NANP) organizations. 

The growth in NANP LITCs has been truly astounding: in 1999, there were only 
13 NANP’s awarded grants, and by 2001, the IRS awarded 67 grants to NANPs. 
This development is one of the most significant aspects of the LITC program. Essen- 
tially, many of these organizations receiving grants (or organizations related to the 
grant recipient), were involved in other aspects of support for the low-income tax- 
payer community. The availability of funding through the LITC program has in- 
creased awareness among those providing a panoply of other services to this com- 
munity about the importance of the tax system toward achieving societal goals bene- 
fitting low-income people. This awareness is growing, and those who have not tradi- 
tionally been associated with tax representation are now an important part of the 
support system for low-income taxpayers, a development that will I believe create 
lasting benefits for the tax system. As the tax system increasingly is used as a tool 
for social policy benefitting low-income and the working poor, the intersection of tax 
and other areas of the law, including family law and public-benefits law, will be- 
come increasingly important. The NANP LITC growth will help ensure that our na- 
tion’s working class citizens are afforded access to representation that considers 
their overall well-being, including tax matters. 

The upshot of the LITC success, however, is that barring an amendment to sec- 
tion 7526(c) authorizing additional funding, the IRS has been and will continue to 
be placed in the difficult and unpopular position of turning away qualified organiza- 
tions from funding. To ensure that there are adequate resources available for all or- 
ganizations, the authorization limitation of section 7526(c) should be raised to allow 
the Treasury to allocate $15 million a year to LITC grants, which will allow for full 
funding for those qualifying organizations that were denied in whole or part in 
2001, while providing a cushion for measured growth to permit the possibility of 
funding LITCs existence in areas not yet served or underserved. 

A. Possible Objection to Funding 

While there has been general support for LITC funding, one possible objection to 
increasing the amount authorized for appropriation under section 7526 would be 
that Congress might not wish to indefinitely fund LITCs or fund LITCs beyond a 
start-up period. The existence of federal funding has allowed organizations to lever- 
age the federal dollars and successfully compete in the marketplace for matching 
dollars to be used for qualified LITC activities associated with representing low in- 
come clients or providing outreach to the ESL community. Section 7526’s matching 
requirement ensures that no organization can remain complacent and completely 
dependent upon federal assistance. Nonetheless, in light of the great expenses asso- 
ciated with running a tax clinic and the scarce resources of many of these organiza- 
tions, without Congressional funding it is likely that many of the LITCs would fold 
or scale down their operations. Continued IRS administration of the grant program 
will also ensure that organizations remain competitive, as the IRS will likely reward 
those organizations that demonstrate strong quality and improvement. In sum, con- 
tinued funding is a good long-term investment for the taxpayers and the tax system 
overall. 

III. Publicity for LITCs 

One issue that has been important for LITCs is publicizing their existence among 
the target client community. Publicity is vital for LITCs to reach their statutorily- 
mandated audience and ensure that access to representation is readily available to 
those in need. One avenue for publicity is through IRS-generated distribution and 
posting of LITC-generated literature, including posters and so-called “stuffer” letters 
similarly advising unrepresented taxpayers about the existence of clinics. The stuff- 
ers provide information to unrepresented low income taxpayers about the LITCs, 
such as phone numbers, addresses, and hours of operation, while also generally 
making clear that, while the IRS partially funds LITCs, the IRS and LITCs operate 
independently and that a taxpayer’s decision to use or not use the services of an 
LITC will not affect the taxpayer’s rights. 

While many LITCs have been conducting targeted outreach programs to both bet- 
ter educate taxpayers about their rights and responsibilities and also increase the 
community’s general awareness of LITCs, the possibility of including stuffers in cer- 



46 


tain types of IRS-generated correspondence is an important means of accessing un- 
represented low income taxpayers in need of representation. In the old Student Tax 
Clinic program, the IRS Manual authorized the IRS, in certain correspondence, to 
include stuffer letters advising taxpayers about the existence of Student Tax Clinics. 
There is no such authorization regarding LITCs. Instead, many LITCs have nego- 
tiated on an ad hoc basis with local IRS functions the placement of stuffers in select 
correspondence. (For some LITCs, the Tax Court includes a stuffer letter describing 
the availability of tax clinics in its notices setting “S” cases for trial to unrepre- 
sented taxpayers). 

I understand that the IRS has developed a policy encouraging the use of LITC 
flyers at various walk-in offices and is in the process of studying ways to create and 
implement fairly an LITC stuffer program. In some areas, such as in Connecticut 
and Rhode Island, the LITCs and local IRS management have met to facilitate the 
creation of combined LITC stuffer notices. These notices have been placed in cor- 
respondence covering all IRS controversy functions, including EITC correspondence 
examination letters originating from the Andover Service Center, Appeals Office ac- 
knowledgment letters, certain collection due process correspondence, and pre-trial 
Counsel correspondence to unrepresented taxpayers who have cases on the Tax 
Court “S’ calendar. In Pennsylvania, the Villanova Tax Clinic has similarly been 
successful in placing stuffers in certain correspondence, including Appeals acknowl- 
edgment letters, and is working with local IRS management on the possibility of ex- 
panding the placement of stuffers. 

That notwithstanding, the lack of a public IRS National Office unified position 
tends to hinder the ability of local LITCs to negotiate with local IRS management 
on the placement of stuffers. I am encouraged by National Taxpayer Advocate 
Olson’s commitment to this issue, and while I believe that there are certainly 
logistical concerns regarding implementation on a nation-wide basis (especially as 
the IRS is still implementing the many RRA-mandated changes to its organizational 
structure and compliance activities), a strong statement of support from other senior 
IRS management on the issue might facilitate the placement of LITC stuffers locally 
pending a more comprehensive IRS implementation plan. 

I have found that once local IRS employees work with LITCs, they generally favor 
clinic involvement and encourage publicizing LITCs to taxpayers. LITC participation 
helps the compliance process for IRS employees in a number of ways. LITCs are 
often contacted by prospective clients who have no basis in certain positions or mat- 
ters whatsoever. Taxpayers are more inclined to listen to LITCs than IRS employees 
no matter how courteous or dedicated the IRS personnel may be. Sometimes, LITCs 
are better able to dedicate resources to explain exactly why a taxpayer’s position has 
no merit. This process helps ensure that IRS and possibly judicial resources are 
spent more productively. When LITCs do take on matters, they are often able to 
research the issues and develop the facts in a way that facilitates IRS or judicial 
consideration of the merits. Moreover, LITC involvement helps shepherd taxpayers 
through the incredibly complicated and often lengthy procedural maze of tax con- 
troversies. This shepherding helps ensure that taxpayers stay the course and under- 
stand the implications of actions and decisions. For the most part, I believe that 
fully informed IRS employees would favor early LITC involvement in the process, 
and the use of stuffers in appropriate correspondence. 

I also believe that certain matters are particularly appropriate for LITC involve- 
ment and more active IRS publicity efforts, including pre-trial Counsel and Appeals 
correspondence to taxpayers who have docketed “S” Tax Court cases, equitable relief 
innocent spouse relief requests, EITC correspondence audits and doubt as to collect- 
ibility and so-called hardship offers in compromise. While LITCs should assist the 
IRS in addressing some logistical concerns, such as possibly creating combined stuff- 
er notices and identifying with particularity the types of matters where stuffers are 
appropriate, without active and creative IRS facilitation, I fear that the stuffer mat- 
ter will continue to be addressed on an ad hoc basis. I look forward to continued 
cooperation with the IRS on these matters; for while LITCs and the IRS may be 
adversaries on individual matters, we are partners in ensuring the continued health 
of the tax system. Access to representation that publicity can provide helps ensure 
that taxpayers entitled to important rights and substantive benefits are given an 
opportunity to exercise those rights and receive benefits (like tax credits) to which 
they may be entitled. 

IV. The Possibility of Creating a Separately Funded LITC-type Program For Return 
Preparation Activities for Low Income Taxpayers 

The IRS currently funds voluntary return preparation services for taxpayers 
through its VITA and TCE programs. In addition, through the LITC program, the 
IRS has taken the position that the preparation of tax returns for ESL taxpayers 
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constitutes a permitted qualifying activity and is part of a program to inform ESL 
individuals. Thus, there are effectively three permitted activities under the LITC 
program: 1) the representation of low income taxpayers in controversies before the 
IRS; 2) outreach, not including the preparation of current year tax returns to the 
ESL community, including presentations on substantive and procedural issues to 
taxpayers; 3) and the preparation of current year tax returns for ESL taxpayers. 
There have been recent proposals by private organizations and proposed legislation, 
the Low Income Taxpayer Protection Act of 2001, S. 802 (sponsored by Senator 
Bingaman), to create a separate federally-funded program to assist organizations 
that perform return preparation work for all low income individuals. 

There is a substantial need in the low income community for improved access to 
free and qualified return preparation services, including greater access to free e-fil- 
ing. To the extent that Congress does in fact adopt additional legislation authorizing 
direct funding for return preparation clinics on a basis similar to that provided to 
LITCs, this new return preparation program, and not the LITC program, should be 
the exclusive means to support current year return preparation activities for all low 
income individuals, including ESL taxpayers. This would ensure that IRS manage- 
ment of the LITC program is simplified and targeted mainly to LITCs performing 
representation and ancillary non-return preparation outreach work to ESL tax- 
payers. It would also allow current LITC’s that exclusively perform return prepara- 
tion activities to avoid some of the administrative concerns associated with the pos- 
sibility of commingling of resources dedicated to some activities that are not quali- 
fying activities under the LITC program (e.g., the preparation of tax returns for 
non-ESL low income taxpayers). If such an approach were adopted, I would antici- 
pate a high level of synergy and cooperation among 1) LITCs doing representation 
and non tax-return preparation outreach; and 2) organizations funded under this 
new provision that would be dedicated to return preparation for all low income indi- 
viduals. This approach reflects the strong need for both preparation and controversy 
activities, while also recognizing that preparation and controversy are different 
functions often performed by different organizations or individuals within organiza- 
tions. 

V. Delays Affecting Consideration of Offers in Compromise 

While not exactly related to the administration of the LITC program, the IRS’s 
implementation of some of RRA’s provisions has direct effect on LITC clients. Recent 
GAO testimony before the Senate Finance Committee ( Information on Selected IRS 
Tax Enforcement and Collection Efforts, GAO-01-589T (Apr. 5, 2001)) highlighted 
the delays taxpayers have experienced who have claimed innocent spouse relief or 
submitted an offer in compromise (OIC) request. While the IRS is administering in- 
nocent spouse requests on a more timely basis, the delays associated with consid- 
ering OIC requests seem to be getting worse. 

It is not uncommon for clients of the Villanova Federal Tax Clinic to be told that 
they will have to wait close to a year for the IRS to consider their OIC requests. 
From the tax system’s perspective, the delay in OIC consideration has a particularly 
pernicious effect among low income taxpayers. Many have significant credit prob- 
lems as a result of an IRS filing of a notice of federal tax lien and genuinely wish 
to resolve their delinquencies on a timely basis so they could put past mistakes be- 
hind them. The long response time contributes to an inability for our clients to man- 
age their financial affairs and weakens confidence in the tax system. The delay also 
often necessitates duplicative requests for information, as the financial information 
on the OIC request is often stale when the IRS eventually gets around to consid- 
ering the matter. 

While there has no doubt been a surge in OIC requests since RRA, LITCs and 
their constituents would greatly benefit from the IRS improving and expediting the 
review process. 

I wish to thank the Chair and distinguished members of the Subcommittee for 
inviting me today to testify and discuss these matters. 


Chairman Houghton. Well, thank you very much. I am going to 
do this in the order of distance you have to travel. So, Mr. 
Heavner, since you probably have to get back to Richmond, why 
don’t you go next and then we will just go to the others. 
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STATEMENT OF TIMOTHY B. HEAVNER, EXECUTIVE DIREC- 
TOR, COMMUNITY TAX LAW PROJECT, RICHMOND, VIRGINIA 

Mr. Heavner. Thank you, Mr. Chairman and distinguished 
Members of the Committee. Thank you for the opportunity to ap- 
pear and testify before you today regarding the low-income tax- 
payer clinics. 

I appear before you attempting to fill some very large shoes of 
my predecessor Nina Olson as I am the Director of the Community 
Tax Law Project, and I am also here today as the current director 
of the Low-Income Taxpayer Clinic National Resource Center. 

I have submitted a more comprehensive statement, but I would 
like to highlight just a few points concerning the benefits that to 
low-income taxpayers clinics provide, and I will call them LITCs for 
the sake of this discussion. 

Many of the benefits LITCs provide are direct and obvious. They 
provide direct representation to low-income individuals regarding 
their tax liabilities and obligations to which they would not other- 
wise have access. They also conduct outreach to these same tax- 
payers and those who work within that community to educate and 
inform these taxpayers of their tax obligations. 

The efforts of the LITCs have been an unmitigated success. Since 
the adoption of IRC § 7526 as part of the IRS Restructuring and 
Reform Act which provided funding for the LITCs, the clinics have 
been able to assist thousands of low-income taxpayers through di- 
rect representation and outreach. These are the direct and tangible 
benefits that flow from the outstanding work being done by these 
clinics. 

I wanted to share with you some less obvious benefits that are 
derived from the work of the clinics based on my personal experi- 
ence. Prior to taking my current position as director of CTLP, I 
worked as an attorney in a field office for the Richmond, Virginia, 
Office of Chief Counsel for the IRS. In that role, I was responsible 
for numerous cases which involved low-income taxpayers who often 
were attempting to represent themselves. 

I experienced firsthand the frustration, fear and anxiety of these 
taxpayers based on their participation in this process. I also quick- 
ly discovered how ill-equipped these taxpayers were to handle these 
matters. Normally, I was able, with significant effort and expendi- 
ture of time, to help taxpayers understand at least the basic nature 
of their claim and the process in which they were involved. They 
were often unable to gather information necessary to support their 
position and often did not trust what I was telling them was in 
their best interest. 

There were many instances in which, although I did not doubt 
the veracity of the taxpayer, the complete inability to support their 
position with anything other than their oral testimony was insuffi- 
cient to satisfactorily resolve their issue and may have not gotten 
to the right answer. This often led to the need to go before the Tax 
Court for resolution of an issue that should have been able to be 
resolved by the parties. 

When working with the same types of issues with other low-in- 
come taxpayers that were represented by an LITC, there was a 
much different result. By working with LITC attorney representing 
the client, I was able in a much more efficient manner to narrow 
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the real issues in controversy; and then that attorney was able to 
assist the client to fully develop their case, especially on factual 
issues, and present it in a well-reasoned response to the issues 
raised by the IRS. Most of the time the attorneys, the two attor- 
neys, myself included, were able to resolve the matter without the 
need for litigation. If litigation was required, it was based on a 
well-developed case, both legally and factually. 

The efficiencies created by the work of the LITCs were not lim- 
ited to this prelitigation stage. I attended several Tax Court cal- 
endars where LITCs were present and ready to discuss potential 
representation with pro se taxpayers. Some of these taxpayers may 
never have had any contact previously with the Service other than 
receiving the letter or with counsel in preparation of their case. 

All of those involved in the process were beneficiaries of the pres- 
ence of the LITC representatives. The Tax Court appreciated the 
ability of taxpayers to confer with the representatives if they chose 
to do so. They often led to the ability to resolve the matter, again 
without the need of court intervention. 

In cases that the LITC were involved in, had the LITC not been 
involved the Tax Court would have probably had to dismiss the 
case for either failure to prosecute or would have had terribly in- 
sufficient information on which to base its decision. The represent- 
ative of chief counsel also very much appreciated the LITC pres- 
ence because many times the LITC representative was able to con- 
firm to the taxpayer, from an independent source, that what the 
counsel attorney had been telling them was the correct result and 
was in their best interest, and again was able to avoid litigation. 

Finally, the biggest beneficiaries obviously were the taxpayers 
served by the LITC. The ability to consult with an independent 
counsel provided an incredible amount of legitimacy and confidence 
to the process that would have otherwise been lacking. Too often 
I heard pro se taxpayers that didn’t have the benefit of an LITC 
representative say that they didn’t really get their day in court or 
that “I was railroaded.” 

Avoiding this feeling by the taxpayer and making sure that they 
feel they are fairly treated is vitally important in our system of tax 
administration. 

I also want to highlight the efficiency of the LITCs as a delivery 
system for these much-needed services. The key to the success of 
the LITC is the leverage they provide in maximizing the benefit of 
the grants given. LITCs are able to use volunteer services. In the 
academic clinics they are able to use the student representatives; 
and for the nonacademic, not-for-profit organizations they use a 
combination of in-house counsel and volunteers attorneys and ac- 
countants to provide pro bono representation. 

The use of this donated time and effort allows LITCs to provide 
services worth significantly more than the actual dollars received 
in grants. Based on the requirements under IRC § 7526, these 
funds are awarded on a matching basis and this further leverages 
the use of the funds. 

Before section 7526 was enacted, CTLP had significant difficulty 
in obtaining grant funds. Although we received compliments on 
what we were trying to do, our activities wouldn’t normally fit 
within the mission of potential grantors. Now that we have funds 



50 


from § 7526 we have been able to exceed our matching grant and 
actually receive funds in excess of the matching as we seek grants. 

The limit on available funds under §7526 has already caused the 
IRS to limit the amount of awards given to some 50 percent of the 
authorized grantees and caused eight otherwise eligible groups to 
fail to receive funds. This lack of funds will also inhibit the expan- 
sion of the programs into States and cities that do not have the 
services available. To ensure that adequate resources are available 
to allow for necessary growth and expansion into these areas, the 
authorization limit under 7526 should be increased to $15 million, 
and this number should be indexed to account for inflation. This 
increased authorization would be sufficient to meet these goals. 

I thank you for the opportunity to speak with you concerning 
Low-Income Taxpayer Clinics, and I also thank you and look for- 
ward to your continued support of the clinics. 

[The prepared statement of Mr. Heavner follows:] 

Statement of Timothy B. Heavener, Executive Director, Community Tax 
Law Project, Richmond, Virginia 

Mr. Chairman and Distinguished Members of the Committee: 

Thank you for the opportunity to appear and testify before you today regarding 
low-income taxpayer clinics (LITCs). I appear before you today in my capacity as 
the Executive Director of The Community Tax Law Project (CTLP). CTLP is a 
501(c)(3) corporation founded in 1992 for the purposes of: (1) providing pro bono rep- 
resentation to low-income Virginia taxpayers in federal, state, or local tax disputes; 
(2) educating low-income individuals about their rights and responsibilities as U.S. 
taxpayers; and (3) increasing public awareness of and encourage informed debate 
about the tax policy and practice issues impacting low-income taxpayers. 

I also appear before you today in my capacity as the current director of the Low- 
Income Taxpayer Clinic (LITC) National Resource Center. The Center was created 
to provide technical assistance and training to start-up and ongoing LITCs, coordi- 
nate training and publicity materials for LITCs on a wide variety of issues, and 
work with the IRS, Treasury, and Congress in the implementation of the LITC pro- 
gram and on low-income taxpayer issues in particular. 

The common misconception is that low-income taxpayers do not pay taxes and 
therefore cannot have any tax problems. The fact is that low-income taxpayers con- 
front many of the same issues faced by any other taxpayer, and have a number of 
special concerns as they interact with the tax system. Issues commonly encountered 
by these taxpayers include improper worker classification, substantiation of deduc- 
tions, hobby losses, disability income, pension income, unreported tip income, start- 
up business expenditures, among others. Of special concern to low-income taxpayers 
are the areas of the Earned Income Tax Credit (EITC), new entry into the tax sys- 
tem (especially English as a Second Language [ESL] taxpayers), and innocent 
spouse relief. Although taxpayers may need assistance and representation in ad- 
dressing these issues, and the implications of these tax liabilities are substantial, 
they normally do not have the means to obtain paid advice or representation. 

Prior to the Internal Revenue Service Restructuring and Reform Act of 1998 
(RRA), there was limited awareness of the need for representation and outreach to 
low-income taxpayers concerning their tax obligations. At that time, only 15 tax 
clinics existed nationwide. Thanks to the tireless efforts of advocates iike Professor 
Janet Spragens and my predecessor, Nina Olson, Congress realized the importance 
of increasing this awareness and the availability of representation to low-income 
taxpayers and recognized this need with the enactment of I.R.C. §7526 as part of 
the RRA. Based on the $6 million of funding authorized under §7526, there are now 
102 LITCs which are funded for the purpose of providing representation and out- 
reach to low-income taxpayers. 

Thanks almost exclusively to these grants, LITCs have been able to address the 
needs of low-income taxpayers in a variety of ways. Most directly, LITCs represent 
taxpayers in disputes with the Internal Revenue Service at all levels of the adminis- 
trative and judicial process. Our experience indicates that most of the taxpayers we 
represent are, for a number of reasons, unable to develop and provide to the I.R.S. 
sufficient information to adequately support their position. LITCs are adept at gath- 
ering and presenting this information for the represented taxpayer. They also assist 
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the taxpayer in understanding the process that they are involved in and educating 
them regarding their tax obligations. 

Another important role that LITCs serve is client counseling and negotiation. We 
can explain to the client in a way they can understand the issues, and discuss with 
them the alternatives available. Without this understanding, taxpayers cannot de- 
cide how to proceed or what is required of them. For example, many clinics have 
bilingual staff to assist ESL clients. LITCs counseling often includes advice similar 
to that given by the I.R.S., to which the taxpayer was not receptive based on fear 
or distrust. Thus, through an independent review, LITCs often impact positively on 
the tax administration system by confirming for the taxpayer that they have made 
errors and do have a tax liability. 

I can confirm this from my past personal experience as a attorney with Chief 
Counsel for the I.R.S. During my three years with Chief Counsel, I regularly worked 
with pro se, low-income taxpayers who were involved in Tax Court litigation. As a 
public servant, I took very seriously not only my responsibility to represent the 
I.R.S. , but also to “get the right answer.” Pro se taxpayers were often overwhelmed 
and fearful of the process. Normally I was able, with a significant effort and expend- 
iture of time, to help taxpayers understand at least the basic nature of their claim 
and the process in which they were involved. These taxpayers were often ill- 
equipped or unable to gather the information necessary to support their position 
and often did not trust that what I was telling them was in their best interest. 
There were many instances in which, although I did not doubt the veracity or sin- 
cerity of the taxpayer, the complete inability to support their position by anything 
other than their own oral testimony was insufficient to resolve their tax issue in 
a way that may have been the “right answer.” This often led to the need to go before 
the Tax Court for resolution of issues that the parties should have been able to re- 
solve without the need for court involvement. 

When working with the same type of issues with other low-income taxpayers that 
were represented by CTLP, the result was much different. By working with the at- 
torney representing the client, I was able in a much more efficient manner to nar- 
row the real issues in controversy and tell the attorney what type of information 
I would need to see to support the taxpayer’s position. The attorney was then able 
to assist the client to fully develop any factual issues and present a coherent, well- 
reasoned response to issues raised by the I.R.S. Most of the time when working with 
CTLP, I and other Counsel attorneys were able to resolve the matter without the 
need for litigation. If litigation was required, it was based on a well-developed case, 
both legally and factually. 

From this personal experience, I can unequivocally state that the tax administra- 
tion is significantly enhanced by the direct representation of low-income taxpayers 
provided by LITCs. Taxpayer’s level of confidence in their outcomes were increased. 
On cases that I worked with CTLP, the savings of time to Counsel attorneys, other 
I.R.S. personnel, and the Tax Court was immeasurable. LITCs are able to aid the 
tax system in getting the right answer in a way that is impossible for the I.R.S. 
to provide. 

LITCs do more than just direct representation. They provide outreach to the low- 
income taxpayers which focuses on helping this community better understand and 
fulfill its tax obligations. The ESL community is a significant focus of these outreach 
efforts. Many clinics translate their informational materials into at least two, and 
sometimes as many as 5 different languages for distribution. I am aware, for exam- 
ple, that the Pine Tree Legal Assistance LITC in Maine has plans to produce its 
internet web site in 4 languages. CTLP Staff Attorney Anita Soucy recently was fea- 
tured on a nationally-syndicated radio program for Spanish speakers discussing tax 
issues relevant to the Hispanic community, which reached approximately 40,000 
people in at least six states. LITCs also do educational programs to the taxpayers 
and those who work with taxpayers to educate them about various tax-related 
issues common to ESL taxpayers. 

Another area of specific outreach conducted by LITCs include training welfare-to- 
work program participants. For example, the Brooklyn Legal Services LITC is devel- 
oping educational materials for home based day care centers and other welfare-to- 
work programs, to make them aware of their tax compliance obligations, including 
self-employment tax and record keeping requirements. CTLP has met with case 
workers involved in the welfare-to-work program in Virginia to educate them about 
the issues that the program participants will face upon entering the workforce or 
starting their own business. 

Also, in carrying out its representational function, many clinics conduct trainings 
and outreach to attorneys and accountants in their area. CTLP conducts an annual 
CLE on tax issues that concern low-income taxpayers that serves the dual purpose 
of training current and potential volunteer attorneys and accountants, as well as a 
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means of outreach to others in the legal and accounting community. CTLP also pro- 
duces a newsletter, the Community Tax Law Report, which contains in-depth and 
scholarly analysis of tax issues relevant to low-income taxpayers. This type of out- 
reach is valuable in increasing awareness of the issues beyond the population we 
serve. 

The impact to date of the LITCs has been very substantial. CTLP handles over 
200 cases per year. Based in part on the grant funding received under §7526, we 
have been able to hire another full time staff attorney, which will allow us to in- 
crease the number of cases substantially. I recently spoke with an LITC that just 
received grant funding and became operational in April, 2001, which had already 
handled 25 cases. When you consider that the average case affects at least two (and 
often more) individuals, these two clinics alone will handle over 300 cases that affect 
over 600 individuals, with both of these numbers increasing over time. This does 
not even factor in the outreach efforts that touch countless others, both directly and 
indirectly. 

The key to the success of LITCs is the leverage they use to provide the maximum 
benefit to the low-income community. A significant number of clinics already have 
links within their communities to network with other organizations that serve the 
low-income population. This networking creates a synergy which enhances the re- 
turn on the LITC efforts. LITCs also rely on the provision of services on a volunteer 
basis. The clinics that are part of academic institutions benefit from student-pro- 
vided services. Non-academic non-profit (NANP) organizations generally use a com- 
bination of in-house counsel and volunteer attorneys, accountants and enrolled 
agents to provide pro bono representation to their clients. The use of the donated 
time and efforts allows LITCs to provide services worth a significant multiple of the 
actual dollars received in grants. 

Based on the requirement under §7526 that funds be awarded on a matching 
basis, the LITCs further leverage the federal funds they receive. Prior to the RRA, 
CTLP made approximately 30 grant requests, but was able to secure funding only 
from (our guardian angel) the Virginia Law Foundation for $28,000. The receipt of 
the maximum award of the federal grant under 1A7526 provided CTLP the oppor- 
tunity to obtain not only matching funds, but grants in excess of the matching 
funds, from several sources, including the Commonwealth of Virginia, The Commu- 
nity Foundation, National Association of Public Interest Law (NAPIL), and the con- 
tinued support of the Virginia Law Foundation. Although the matching requirement 
may be challenging for some new clinics, it is a constraint which has the positive 
effect of making other organizations aware of the work that LITCs are doing and 
allows us to maximize the benefits received from the federal grant funds available 
under § 7526. 

In an efficient and effective manner, LITCs have already made a tremendous im- 
pact in the communities they serve and will continue to increase this impact as they 
become more established and reach broader and deeper into those communities. 
Even with this tremendous impact, more needs to be done. According to the I.R.S., 
almost 50% of those programs awarded funds would have received additional fund- 
ing, if more funds had been available. In addition, the I.R.S. has stated that the 
overall $6 million limitation under §7526 prevented 8 applicants who were other- 
wise qualifying organizations from receiving funds. Currently 12 states and several 
major metropolitan areas do not have a federally funded LITC. This lack of funds 
will be even more severe in FY 2002 due to multiple-year funding authorizations 
to existing clinics. If all clinics received continued funding under these multiple-year 
funding authorizations, approximately 2/3 of the available $6 million dollars would 
be allocated to these existing clinics. Another possibility is that clinics that received 
multiple-year commitments may see their awards reduced based solely on limitation 
of funds, not based on lack of merit. 

This limit on available funds most likely will mean that otherwise eligible LITCs 
will not receive funds and/or will receive significantly less than they need. The lack 
of funds will also inhibit the expansion of these programs into states and cities that 
do not have this service available. To ensure that adequate resources are available 
to allow for the necessary growth and expansion of LITCs into areas where there 
are still needs, the authorization limitation under I.R.C. §7526 should be increased 
to $15 million, and this number should be indexed to account for inflation. This in- 
creased authorization would be sufficient to meet these goals. 

Although the implementation of the grant program under I.R.C. §7526 allows for 
return preparation for ESL taxpayer under the auspices of outreach, there is a great 
need within the low-income community for access to free and qualified return prepa- 
ration services beyond that which is currently authorized. Many within the LITC 
community feel that this is an area of need which should be addressed. Any author- 
ization for increased return preparation for low-income taxpayers beyond that which 
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is currently allowed should, however, not be funded through the current § 7526 au- 
thorization, but should have access to a separate funding authorization designed to 
specifically address this need. 

We, as members of the LITC community, appreciate this opportunity to tell you 
about the outstanding work being done in the area of low-income taxpayer represen- 
tation. We also are grateful for the continued support available under I.R.C. §7526. 
We look forward to the continued growth and vitality of the clinics that will allow 
us to ensure that all taxpayers have access to qualified representation concerning 
their tax obligations. 


Chairman Houghton. Thank you, Mr. Heavner. Ms. Spragens. 

STATEMENT OF JANET SPRAGENS, PROFESSOR OF LAW, AND 

DIRECTOR, FEDERAL TAX CLINIC, WASHINGTON COLLEGE 

OF LAW, AMERICAN UNIVERSITY 

Ms. Spragens. Thank you, Mr. Chairman. 

Mr. Chairman, I am the Director of the American University Tax 
Clinic in Washington, D.C. ours is one of the older clinics in the 
country. We started our program in 1990. We started it as an edu- 
cational program for law students to teach them about representing 
taxpayers and practical applications, and at the time we had no 
idea how great the demand would be for our services. We were lit- 
erally overrun by clients who came to us and sought out help from 
us. 

At the time, there were 14 tax clinics in the country; and if a per- 
son had a problem involving a landlord-tenant issue, a battered 
spouse issue, a criminal defense issue that they needed help with, 
there were legal services organizations all over the country who 
could help them. If they had a tax issue, there was no one to help 
them. We were one, as I said, of only 14 all over the country. Since 
1998, there are now 102 tax clinics helping people all over the 
country, and that is just a huge compliment to this Committee and 
this Congress in creating this extremely valuable program. 

Other Members of the Committee have talked about what the 
clinics do and the importance of the clinics and the successes that 
they have had and how valuable they are, and I am not going to 
repeat that. I would only say that this Congress has enacted three 
Taxpayer Bill of Rights provisions over the years, and I can tell you 
that the most important taxpayer right that was created in any of 
those provisions was to give people access to lawyers, to access 
those rights. Because unless people know about them and unless 
people can access those rights, those taxpayer rights lose a lot of 
value. 

The only problem today that exists in this extremely successful 
program is that it is running out of money; and as other Members 
of the panel have said, the statutory cap, which is now $6 million 
in section 7526, badly needs to be adjusted upward; and we are 
suggesting a cap of $15 million. As I said, there were 14 clinics 
when we started, and a $6 million cap seemed enough because the 
statutory limit for any one clinic was $100,000. If every clinic got 
a full grant, that was a million four, which didn’t come close to the 
$6 million. No one understood how quickly these clinics would grow 
and develop, and we are now bumping up against the cap. 
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As Mr. Pomeroy said, there are still several States that do not 
have clinics. There is not an overabundance of clinics. One hundred 
and two clinics is two clinics per State. We could use one in every 
city in the country, and in some of the major cities we could use 
more per city. So we can certainly use more clinics, and we need 
more money. 

Clinic education for an academic institution is extremely expen- 
sive. At my law school, I can stand up in front of a hundred stu- 
dents and generate tuition dollars from a hundred students, and all 
I need is a classroom and a blackboard. If I am teaching in a clinic, 
first of all, I can only teach about eight or nine students at a time. 
Because if you have each student having three or four cases, super- 
vising all those cases by people who need a lot of supervision, who 
are novices at that, limits the number of students that you can 
help in any one time. In addition to that, you need computers, fax 
machines, copiers, stationery, malpractice insurance. You need ev- 
erything that you need to run a law firm. 

It is much more expensive for a law school to offer that kind of 
education, and you also need a huge amount of space within the 
law school. So law schools are not going to offer this without some 
kind of supplemental funding to help them defray these costs. 

I think my time is almost up. I am going to stop there. 

[The prepared statement of Ms. Spragens follows:] 

Statement of Janet Spragens, Professor of Law, and Director, Federal Tax 
Clinic, Washington College of Law, American University, 

Mr. Chairman and Members of the Committee: 

Thank you for inviting me to testify on the issue of low income taxpayer clinics, 
their needs and performance record. I come before you today in my capacity as a 
tax professor at the American University Washington College of Law and Director 
of the American University Federal Tax Clinic. The American University Federal 
Tax Clinic is an academic clinical program. The program is open to third year stu- 
dents at our law school who receive 6 hours of degree credit for their work. In the 
program, student-attorneys, under the supervision of two faculty members, Nancy 
Abramowitz and myself, represent low income taxpayers who have controversies 
with the Internal Revenue Service. The clinic charges no fees for its services. Since 
its inception in 1990, the American University Federal Tax Clinic has represented 
over 700 such taxpayer-clients, and it has given advice and informal assistance to 
hundreds more. The American University Federal Tax Clinic predates the Low In- 
come Taxpayer Clinic funding program (Internal Revenue Code section 7526) cre- 
ated in the IRS Restructuring and Reform Act of 1998. Since the inception of that 
program, the American University clinic has received three $100,000 matching 
grants under it. 

When the American University Federal Tax Clinic first began to represent clients 
in 1990, there were only 14 other such clinics in the country. Since 1998, the year 
Congress enacted Section 7526, that number has grown exponentially. This year 102 
tax clinics around the country were awarded low income taxpayer clinic grants by 
the IRS out of a field of 141 applicants. The enormous growth in the number of clin- 
ics spurred by the tax clinic funding legislation represents an important commit- 
ment by the Congress and the entire tax community to ensure that fair results are 
reached in tax controversies involving taxpayers at all income levels, not only for 
those in upper income brackets. 

The tax clinic funding program has, in my judgment and in the judgment of 
many, been a total and unqualified success. By any standard, the IRS has made a 
serious commitment to it at the highest levels, and has devoted significant resources 
to it to insure that it runs smoothly, provides timely information and funding to the 
clinic community, and addresses their questions and needs in a straightforward and 
complete way. 

The program itself has resulted in the creation of dozens of new academic and 
nonprofit legal resource centers all over the country, which thousands of low income 
taxpayers have tapped into for professional help in the resolution of their tax mat- 
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ters. On an individual taxpayer level, the program has helped to build taxpayer con- 
fidence in the integrity of the tax system, and has resulted in the fair resolution 
of disputes all over the country. And finally, the program has helped to bring low 
income taxpayer issues into more visible focus for policy makers, for tax profes- 
sionals, for the media, and inside the IRS itself. This is a remarkable record of 
achievement for a program after only three years of operation. 

Owing in large part to its success, the tax clinic funding program is now in need 
of some minor adjustments and fine tuning which require legislative intervention. 
And that is what I would like to discuss with you today. In addition, I would like 
to discuss this Committee’s role in insuring that the needs of the low income tax- 
payer population are properly served in the new era of the IRS under Moderniza- 
tion. As the legal representatives of this population, the tax clinics are a direct link 
to these taxpayers, and should be an invaluable source of information on this topic. 

Low Income Taxpayers in Profile 

Before addressing any of these oversight issues, however, it may be useful to de- 
scribe some of the economic and cultural characteristics that make up the popu- 
lation of taxpayers who are represented by the clinics, and the types of issues raised 
in their audits and in the controversy process. 

To begin with, many workers in entry level jobs in this country are immigrants 
for whom English is not only not a first language — indeed, it would be a stretch to 
describe it even as a second language. (These taxpayers are generally referred to 
as ESL taxpayers). Many of our clients have no ability to speak English whatsoever, 
and require translators to communicate with us (which we provide through volun- 
teers from our International LLM program). 

These newcomers to the US are frequently entrepreneurial, starting their own 
small businesses as street vendors, merchants, or food service providers. They tend 
to use cash and money orders for their expenses, rarely have credit cards or bank 
accounts, and almost never have any records of their financial transactions — or even 
copies of their tax returns. Many come from countries where there is no requirement 
of annual self-assessment of taxes, and these taxpayers often become nonfilers in 
the US. Language is an incredibly powerful barrier for these taxpayers in all aspects 
of their life, but it is particularly difficult for them in their attempts to understand 
and deal with a highly sophisticated and complex administrative and judicial tax 
system. 

Whether English speaking or not, taxpayers working near or at minimum wage 
levels tend to have limited education and literacy skills, and minimal understanding 
of financial matters. Often these taxpayers work unusual hours (such as less desir- 
able shift work) and many work two or more jobs, which they get to by public trans- 
portation. Housing and food expense are often a reach, and these taxpayers com- 
monly qualify for some form of public assistance. Many of our clients share living 
space in apartments or houses among several generations and/or collateral relatives 
and friends, and they often take in boarders to help defray their expensive rent, es- 
pecially in major cities. Having a phone is often a luxury, and their phones are often 
disconnected for lack of payment. Job tenure is often short, and many float from 
job to job. These taxpayers do not own their own homes and do not have retirement 
plans, brokerage accounts, or other accumulated assets. Most live paycheck to pay- 
check. 

When such taxpayers receive a letter from the IRS that they are the subject of 
an IRS examination and that they potentially might owe $1500 or $2500 or $4000 
to the government in tax deficiencies, it is an intensely stressful event, and they 
are understandably frightened. Sometimes they simply discard the letter out of fear. 
For the same reason, they also regularly fail to attend IRS conferences or return 
phone calls. Moreover, immigrant taxpayers, even though they may be legally living 
in the US, often also harbor a paralyzing fear of some immigration-related penalty, 
and are unlikely to communicate with the IRS in any way. 

I would like to tell you that these instances of low income taxpayer audits are 
rare, and/or that when audits do occur, the issues are simple and easily resolved. 
However, exactly the opposite is true. Even seasoned tax professionals are often sur- 
prised to learn just how complicated low income tax returns and audits can be, as 
well as how often these taxpayers are audited. Indeed the frequency of low income 
taxpayer audits, compared to those of high income taxpayers, has been the subject 
of several front page stories in the New York Times in recent months. 

These taxpayers come to interviews at our clinic wearing construction work boots 
or uniforms, often with young children in tow who draw on yellow pads, play with 
toys, or simply run around the room while we are conducting the interview. 

Before enactment of the LITC program there were very few places in the country 
these taxpayers could turn to for legal help, or to whom IRS agents could refer 
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them. Most legal services offices did not have tax specialists on their staff of poverty 
lawyers. And only a handful of tax clinics existed around the country. Without the 
LITCs, these taxpayers would be lost in a complex administrative and judicial world 
they had no hope of understanding. The LITCs have truly been a lifeline for these 
taxpayers. 

It is hard to describe the gratitute these taxpayers feel for the help they receive 
from their student-attorneys at the AU clinic. At the conclusion of their cases, many 
write us effusive letters, send us plants and other small gifts, bring us food they 
have cooked, and offer us personal assistance should we have future plumbing or 
carpentry needs at our homes. Some continue to send us greeting cards year after 
year. If these taxpayers could, I am sure that they would also write to you person- 
ally and thank you for setting up the LITC program. 

The Issues Of Low Income Taxpayers 

The number of audit issues on low income taxpayer returns is surprisingly large 
and even more surprisingly, often extraordinarily difficult to resolve. A major source 
of complexity is the earned income tax credit, an income supplement program offer- 
ing low income taxpayers with children a refundable credit of almost $4000 per 
year. The statute, however, is a minefield of technical eligibility requirements, pas- 
sive income limitations, and tiebreaker rules. The GAO reported in November, 2000, 
that EITC claims “have historically been vulnerable to high rates of invalid claims” 
and the IRS has been ordered by Congress to devote a considerable amount of its 
enforcement resources to monitoring the credit each year. Therefore the credit gen- 
erates a large number of taxpayer audits, resolution of which is by no means simple. 

Adding to the difficulty of the statutory complexity is the fact that a large number 
of EITC audits are conducted long distance, through EITC centers. Long distance 
audits are, by their very nature, difficult for the low income taxpayer community 
to handle. In the case of a long distance EITC audit, for example, taxpayers seeking 
our services often bring in IRS form requests for documents they have received, 
such as for birth certificates, school records, and medical records of their children. 
In many of these cases, the taxpayer has carefully collected the information and 
sent off a timely response to the IRS to the best of his or her ability. But it is often 
the case that “substantiation” of the existence of the child and/or his or her resi- 
dence is only one of the issues in the audit that the IRS is concerned about, which 
may also include double claiming of the credit, or the application of the tiebreaker 
rule. 

Thus, despite fully complying with the “substantiation” request, the taxpayer may 
still receive a Notice of Deficiency stating that additional tax is due. Subsequent at- 
tempts to reach the agency and discuss why the matter is still unresolved will cost 
the taxpayer long distance phone charges which can grow to large amounts if, as 
commonly happens, the taxpayer is required to spend a lengthy period “on hold.” 
For low income taxpayers living on the financial edge, imposing this toll charge for 
access to the system is a significant hardship and many taxpayers simply give up. 
These taxpayers come to our clinic expressing frustration, surprise, and puzzlement 
as to why the audit is still ongoing since the taxpayer has provided all the informa- 
tion requested. 

Other seemingly straightforward tax issues, such as filing status, dependency ex- 
emptions, and child care credits can become rather complex issues in living situa- 
tions that, as noted above, often differ markedly from traditional “Ozzie and Har- 
riet”-type, nuclear, wholly functional families. Discerning what constitutes a “house- 
hold”, or whether a married couple is effectively separated, for example, can be sur- 
prisingly difficult in these circumstances. 

In addition, low income taxpayers are frequently audited in connection with issues 
such as worker classification, tip income, social security income, automobile expense, 
Schedule C income and expense, charitable contributions, uniforms, gambling in- 
come, and a host of others requiring supporting financial records or data. Again, in 
a population where checks and credit cards are not used, and record keeping and 
retaining receipts are not common, these tax disputes can become quite time con- 
suming and complicated as both the IRS and the clinics struggle to find alternative 
types of proof that will satisfy the statutory standard. 

Divorced taxpayers interpreting the knowledge requirements of the new separate 
liability/innocent spouse rules make up still another large group of low income audit 
issues, as do collections issues including the availability of offers-in-compromise, in- 
stallment payment arrangements, and collections-due-process relief. We are also oc- 
casionally seeing cases involving the Alternative Minimum Tax. 

For immigrant taxpayers, there may be additional issues involving the lack of a 
validly issued social security number, or problems arising from borrowed or shared 
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social security numbers, or the taxpayer’s complete failure to file a tax return and 
the IRS’s attempt to reconstruct income. 

Success of the LITC Program 

Even in the short time low income taxpayer clinics (LITCs) have existed to help 
individual clients, their contributions to the system have been nothing short of enor- 
mous. First, IRS statistics about the numbers of taxpayers assisted and of cases re- 
solved surely confirm the success of the program. But numbers alone do not tell the 
whole story. I believe that the existence and growth of the LITC program has had 
a far more basic and important ripple effect throughout the entire system than the 
numbers themselves show; and that clinic representation of the working poor serves 
many functions above and beyond actual advocacy in individual cases. 

First, clinic representation educates the working poor about their tax issues and 
responsibilities, thereby promoting better future compliance. IRS employees can of 
course talk to taxpayers about the importance of recordkeeping and future compli- 
ance, but the trust that is built between a lawyer and client lends itself far better 
to the giving of this advice. Better education and understanding tend to enhance 
our voluntary self-assessment system and to reduce the taxpayer/tax collection 
agency tension that figured so prominently in the 1997 Senate Finance Committee 
hearings leading up to enactment of the 1998 Restructuring Act. 

Second, the availability of clinic representation of taxpayers who are frightened, 
confused, and often non-English speakers, tends to promote quicker and fairer reso- 
lution of disputes. The working poor are subject to some of the most complex provi- 
sions of the tax code. When the law and the processes by which disputes are re- 
solved are not well understood, there is difficulty communicating, exchanging nec- 
essary information, and coming to a reasonable result. The presence of a representa- 
tive facilitates the process on both sides and allows for a speedier route to a resolu- 
tion agreeable to the taxpayer and the government. 

Moreover, we have found that many taxpayers, on a fundamental level have some 
basic misunderstandings of just how the tax controversy process works. For exam- 
ple, any number of our clients whose cases have reached the U.S. Tax Court will, 
in the initial interview, focus exclusively on their perception that they have been 
abused by the IRS rather than talking to us about the merits of their case. These 
taxpayers believe that if they just “explain” to the judge how badly they have been 
treated, they will win in court. Therefore they haven’t tried to resolve their case 
with District Counsel’s office prior to trial. This approach, however, does not sit well 
with Tax Court judges who must reach a decision on the substantive issue. 

Other taxpayers have trouble seeing the forest for the trees: they refuse favorable 
settlement opportunities which concede major items under review because the Serv- 
ice failed to concede a small single item to which they firmly believe they were enti- 
tled. Proper tax counseling as to the burden they have to meet at trial, the risks 
involved in going to court, as well as the time commitment in preparing for trial, 
often times leads taxpayers to settle their cases on very favorable terms, where they 
would not have done do without our guidance. 

These resolutions not only reduce the government’s cost of enforcement, but they 
also often increase the taxpayer’s level of satisfaction with the process. Satisfactory 
dispute resolution also increases confidence in “the system” so necessary to tax- 
payers’ willingness to comply with the rules. 

Third, the proliferation of clinics has had the effect of increasing the visibility of 
low income taxpayers and their tax issues, as well as “democratizing” the case law 
to include low income taxpayer fact patterns and issues. Since the arrival of the 
LITCs, there seems to be a far broader base of understanding of these issues in re- 
cent years at the Internal Revenue Service as well as in the media, the tax commu- 
nity and the public at large. Increased visibility and publicity lay the foundation for 
better public debate about administrative and even legislative issues impacting this 
sizable population. 

Fourth, the LITC program has fostered better communications among LITC clin- 
ics and between clinics and the government in bringing problem areas to the atten- 
tion of the IRS. Clinics communicate among themselves and with the IRS via elec- 
tronic mail channels (there is a very popular LITC listserv which is an important 
source of distributing information), allowing quick identification of common prob- 
lems and quick access to appropriate government officials to alert them to matters 
of common concern. This communication has also resulted in the IRS being able to 
address issues (such as the need for toll free phone numbers for taxpayers to resolve 
appeals issues) that are of major concern to the low income taxpayer community. 
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IRS Modernization 

The recent reorganization of the IRS into operating divisions based on taxpayer 
classification has important ramifications for all taxpayers, but has some unique 
and discrete issues for low income taxpayers in particular — making the role of tax 
clinics all the more important. The reorganization, based on taxpayer segmented 
groups, essentially incorporates the idea that in a world of electronic commerce, 
high speed computers, fax machines, cell phones, and inexpensive telecommuni- 
cations, that the IRS can better service its “customers” through end-to-end account- 
ability based on segmented taxpayer groupings rather than geographical areas. 

In respect of low income taxpayers, the Wage & Investment (W&I) Division will 
have the primary responsibility for dealing with these taxpayers with the Small 
Business/Self Employed (SB/SE) Division handing their controversy work. W&I 
services by far the largest number of taxpayers of any of the four new Divisions, 
and it is the historic IRS view of low income taxpayers, indeed, all individual tax- 
payers, that they are the most compliant group, a group that typically interacts with 
the IRS only once a year, who pay most of their taxes through withholding, and who 
typically receive a refund at the end of the year. Within the Service individual 
issues are also generally thought more manageable and easier to resolve than those 
in the other Divisions. This view will necessarily shape decisions regarding alloca- 
tion of Division resources. 

For many taxpayers, the 21 st century administrative approach of Modernization 
will no doubt work well. However, low income taxpayers do not, as a general rule, 
have access to computers and fax machines, do not have budgets for long distance 
phone calls, and do not have the resources to file electronic returns or retain profes- 
sional representatives to assist them with tax compliance or audits. Language and 
cultural issues, moreover, seem to magnify where there is no face to face contact. 
In short, these taxpayers are not part of the sleek modern world of technology envi- 
sioned by the “new” IRS. Such taxpayers tend to fare less well in a world of geo- 
graphically remote IRS offices dependent upon mail or long distance phone contact 
for customer service. These taxpayers are better off with walk-in locations and face- 
to-face contacts to resolve their problems. 

To its credit, the IRS is aware of these issues and is grappling with them as it 
moves to reorganize the entire agency. Throughout its evolution the reorganization 
has been an extremely open process, with the agency seeking input in literally thou- 
sands of interviews around the country, including return preparers, tax clinics, pro- 
fessional practitioner groups, taxpayer representatives, and many others. And the 
agency has been receptive to outside suggestions. For example, when the issue of 
long distance phone costs in resolving audits was brought by the tax clinic commu- 
nity to the Service’s attention, the agency created a number of toll-free lines to ad- 
dress the problem. 

Nonetheless, given the increasingly complicated and constantly changing nature 
of the tax law, and the compliance burdens it places on low income taxpayers, as 
well as the sometimes difficulty of reaching and communicating with this group, the 
effect of Modernization on low income taxpayers is an appropriate oversight issue. 

In this regard, the LITCs have a vital role to play in providing data and informa- 
tion as well as suggestions for administrative improvement. 

Current Needs OF the Tax Clinics 

The contributions of the clinics to the system are not without cost. LITC programs 
are exceedingly expensive to run (particularly for law schools for a variety of rea- 
sons); and law schools, bar associations, and others involved in the clinic movement 
are directing large amounts of resources and personnel into the program. The Amer- 
ican University Federal Tax Clinic regularly contributes far more than the required 
“match” to obtain its LITC grants. 

Various legislative amendments to Section 7526 and other changes could signifi- 
cantly aid the task of the clinics in carrying on their work, and providing these im- 
portant benefits to the system. 

(1) Increase the Section 7 526 Statutory Cap to $15 million 

The most pressing need of the LITC program is for an amendment to Section 
7526(c)(1), increasing the annual statutory funding cap from $6 million to $15 mil- 
lion. In 1998, when section 7526 was enacted, there were only 14 tax clinics in the 
country. With a per clinic limit of $100,000 per year, the maximum grant amount 
the IRS could award, even if every clinic applied for and received the maximum 
amount, was $1.4 million. The $6 million cap therefore seemed to be an acceptable, 
even generous amount of funding for the LITC program. 

No one could have predicted, however, the meteoric response of the academic and 
nonprofit communities to the LITC program. This year, however, with 102 recipients 
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of grant money (from over 140 applicants), and even more applicants expected next 
year, the IRS is concerned that it will have to turn away qualified applicants, and/ 
or cut back amounts to some because of lack of funding. This should not be allowed 
to happen. 

The number of tax clinics in existence today is not excessive, and indeed, is still 
too small. Having 102 clinics nationwide is approximately 2 per state. But given the 
complexity of the rules and the numbers of taxpayers nationwide needing assist- 
ance, as well as the constantly changing substance of our tax laws, the system could 
easily support one clinic in each city in the country, perhaps more in some of our 
larger cities. 

I hope that my testimony today has made clear why a significant increase in the 
cap amount is appropriate and would be a good use of funds. The benefits these clin- 
ics offer to their individual clients in particular and to the system generally, far ex- 
ceed their cost to the US Treasury. 

(2) Create a Separate Pprogram for Tax Filing Assistance outside Section 
7526 

Since 1977, the IRS budget has funded two important volunteer tax filing assist- 
ance programs, the “Tax Counseling for the Elderly (TCE ) Program”, which provides 
tax information and filing assistance for seniors; and the Volunteer Income Tax As- 
sistance (VITA) program, which offers tax filing assistance on a walk-in basis in li- 
braries and other public buildings around the country in the evenings and weekends 
each year in the months before April 15. 

Accurate filing assistance, as well as the post-filing controversy assistance offered 
by the LITCs, are both critical needs of low income taxpayers; and the TCE and 
VITA programs are both excellent programs. But like the LITC program, more aid 
is needed. 

Currently, the IRS has interpreted section 7526 to permit LITCs to assist ESL 
taxpayers with their filing needs as an appropriate LITC activity, though not other 
low income taxpayers. A better approach would be for Congress to create a separate 
matching fund program, apart from section 7526, with a separate funding stream 
parallel to the section 7526 controversy assistance monies, which would be available 
to any nonprofit, accounting school, or other institution which offered filing assist- 
ance to any low income taxpayer. Such organizations could also help small busi- 
nesses run by low income taxpayers set up their books and records and file quar- 
terly employee and other IRS forms. The separate program could then also admin- 
ister TCE and VITA. 

This streamlining of functions would simplify administration of both programs, as 
well as provide needed funds for tax filing assistance, currently an undermet need 
of this population. 

(3) Insure that IRS has Adequate Budget for Translators to serve the ESL 
Population 

The issues involving ESL taxpayers are a growing concern of the fair and proper 
administration of the tax laws. It is critical that the IRS have the resources to com- 
municate effectively with this population of taxpayers. 

CONCLUSION 

I appreciate the opportunity to express my views to the Committee today on the 
subject of low income taxpayer clinics. The tax system is one of which we are all 
a part, and we all have a stake in insuring that it operates efficiently and fairly 
for all classes of taxpayers. Historically, providing pro bono attorneys to low income 
people has been the best guarantee that their rights will be respected, that the sys- 
tem will deal with them fairly, and that they will receive just results when they 
interact with the legal system. LITCs are working for those goals in the tax area, 
and the support and encouragement of this Committee toward those ends is appre- 
ciated by the entire LITC community. 


Chairman Houghton. Well, thank you very much. Now, Mr. 
Gold. 
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STATEMENT OF JEFFREY S. GOLD, CHAIRMAN, COMMUNITY 

TAX AID, INC. 

Mr. Gold. Thank you, Mr. Chairman, and thank you for sticking 
with us with this late hour. We appreciate the opportunity to offer 
our views today on the functioning and funding of the Low-Income 
Taxpayer Clinic program. 

My perspective about providing pro bono services to low-income 
individuals and families began about 30 years ago — more than 30 
years ago when I started Community Tax Aid in New York City. 
So we predate the LITC program by a few decades. This nonprofit 
group is the oldest group in New York. The group is the oldest vol- 
unteer group of accountants and provides low-income taxpayers 
with a complete tax service including representation at the IRS 
State tax agencies and the Tax Court. There is no paid staff and 
an annual budget of less than $4,000. And that is my roots. 

When I moved to the District in the early eighties, we began a 
similar group. This past year, 250 volunteers helped nearly 1,400 
clients with a wide variety of tax problems ranging from return 
preparation to offers in compromise and, as I said earlier, represen- 
tation in various situations. We have our own training program 
and stress quality control. 

Our talented volunteers make this possible and deserve all the 
credit. They include CPAs and a growing number of lawyers, econo- 
mists and others. We regularly offer our services in Spanish, Man- 
darin, Cantonese, Amharic — which is Ethiopian — Arabic and Ko- 
rean, and this year we are hoping to add another couple of lan- 
guages. Either our volunteers speak these languages or we recruit 
interpreters. 

We have developed mutually beneficial relationships with com- 
munity groups to help our outreach into the community. The LITC 
program is well conceived, but it is a work in progress and should 
be revisited regularly so revisions can be made. The people we 
serve deserve no less. 

The greatest need has already been mentioned by several of my 
colleagues, to at least double or even triple the current budget. And 
please keep in mind that most low-income taxpayers have not done 
anything to complicate their tax lives. Yet our tax laws, forms and 
instructions get more and more complex, while nearly half of our 
adult population is either illiterate or functionally illiterate, and 
this is the conclusion of the National Institute of Literacy, an inde- 
pendent Federal organization. This means about 90 million people 
in this country, and this population includes far more than the ESL 
population. Funds are needed to make sure that we can provide 
more help with return preparation to low-income native English 
speakers. 

Amazingly, Congress expects the working poor to understand and 
comply with the baffling array of tax laws when they cannot — and 
most cannot — afford the professional tax help they need, nor can 
the IRS VITA program offer the needed help. The taxpayers often 
run into problems and are subject to severe penalties. Three are at 
the top of my list, and I will leave my statement in the written tes- 
timony to speak for that. 

Community Tax Aid, we, as an independent not-for-profit, can af- 
ford to spend the time with the clients they need to work out situa- 
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tions such as extended payment schedules for an installment agree- 
ment so they can get away from installment payments and pay on 
estimated taxes which they rarely understand, and this will relieve 
them from paying added unnecessary expenses and save a lot of 
tax administration dollars. 

Some in the LITC program would have separate funding vehicles 
for groups that deal only with controversies and another for those 
that prepare tax returns or ESL work. I suggest that we are speak- 
ing about one very large community and that all should be kept, 
at least for the time, under a single funding tent. All types of pro- 
grams should work together toward a common goal. 

Effective outreach brings in people so they have access to quality 
tax return preparation. What follows is that this should reduce or 
prevent the need for costlier controversy work and save consider- 
able costs to the IRS and Tax Court. 

At CTA, our limits are far lower than LITC caps, and we gen- 
erally do not lack for clients. We decided long ago that people with 
the lowest incomes get the highest priority and have kept to this 
principle even if a client with a higher income and a more inter- 
esting issue arrives. Our primary goal is to serve low-income cli- 
ents, not give our volunteers a wider range of tax issues to develop 
their skills. 

Again, I urge that the funding for LITC programs be expanded 
significantly to meet the needs. If our Nation can spend $117 mil- 
lion to administer the tax rebate program as well as the $500 mil- 
lion that is being talked about over 5 years to speed up the proc- 
essing of immigration applications, growing the original $6 million 
annual grant for LITCs by a multiple of two or three times should 
be elementary. We need to be more than — substantially more than 
a band-aid solution. 

I close with an invitation to Members of Congress and staff to 
visit CTA in the metro D.C. area next tax season and see the ex- 
tent of problems that low-income taxpayers face. 

Thank you. 

[The prepared statement of Mr. Gold follows:] 

Statement of Jeffrey S. Gold, Chairman, Community Tax Aid, Inc. 

Mr. Chairman and members of the Subcommittee, thank you for the opportunity 
to offer my views today on the functioning and funding of the low-income taxpayer 
clinic (LITC) program. 

My perspective about providing pro bono services to low-income individuals and 
families began more than 30 years ago when the massive changes in the 1969 Tax 
Reform Act inspired me to found Community Tax Aid (CTA) in New York City. This 
nonprofit group is the oldest group of volunteer accountants and continues to pro- 
vide low-income taxpayers a complete tax service. CTA/NY has no paid staff and an 
annual budget of less than $4,000. 

When I moved to the District of Columbia in the early 1980s we began a similar 
group. It has grown from three sites in DC to 13 that extend to five surrounding 
counties in Maryland and Virginia. This past year, 250 volunteers helped nearly 
1,400 clients with a wide variety of tax problems from return preparation to offers 
in compromise and representation before the IRS and state tax agencies. In the past 
we also have represented clients at the Tax Court. We have our own training pro- 
gram and stress quality control. 

Our talented volunteers make this possible and deserve all the credit. They in- 
clude CPAs — from the big-five accounting firms as well as smaller ones, industry, 
government and nonprofits — and a growing number of lawyers, economists and oth- 
ers. We regularly offer our service in Spanish, Mandarin, Cantonese, Amharic (Ethi- 
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opian), Arabic and Korean. Either our volunteers speak these languages or we re- 
cruit interpreters. 

This past year we were approved for a $42,000 LITC grant and are using this to 
improve and expand our service to the ESL (English as a second language) commu- 
nity. We have developed mutually beneficial relationships with many groups, such 
as churches, community groups and legal services programs, to help our outreach. 

With this introduction, allow me some observations and suggestions. 

The LITC program is well conceived. But it is a work in progress and should be 
revisited regularly so revisions can be made. The people we serve deserve no less. 

The greatest need is to at least double the $6 million appropriation. The need is 
enormous and most low-income taxpayers have not done anything to complicate 
their tax lives. Yet, our tax laws, forms and instructions get more and more complex 
while nearly half of our adult population is either illiterate or functionally illiterate. 
This is the conclusion of the National Institute for Literacy, an independent federal 
organization. These adults, says the NIFL, lack a sufficient foundation of skills to 
function successfully in our society. Since 90 million people are involved, the prob- 
lem extends far beyond the ESL population. Funds also are needed to provide more 
help with return preparation to low-income native English speakers. 

Amazingly, Congress expects the working poor to understand and comply with a 
baffling array of tax laws. When they cannot — and most cannot afford the profes- 
sional tax help they need nor can IRS VITA programs offer the needed help — the 
taxpayers often run into problems and are subject to severe penalties. Three are at 
the top of my list: 

First are the draconian ten-year and two-year prohibitions from claiming the 
earned income credit when it is likely the taxpayer was following poor advice from 
an equally unschooled friend or preparer. Second is the “user fee” imposed less than 
a decade ago for paying a tax bill on installments — even though most of the under- 
payments are due either to improper treatment of employees as independent con- 
tractors and to innocent underwithholding by working parents with children. Third 
is the use of the math error label by the IRS to speed resolution of problems. 

These are aspects of our tax law that people with low income and minimal literacy 
cannot understand. At CTA, for example, we can afford to spend the time to work 
with the client to work out an extended payment schedule so they have the money 
to pay quarterly estimated taxes. This relieves them from added unnecessary ex- 
penses and saves scarce tax administration dollars. If our client was improperly 
treated as an independent contractor and no longer works for the employer we can, 
with the client’s approval, treat the client as an employee and leave the employer 
to the tender graces of the IRS. 

Some in the LITC program would have separate funding vehicles for groups that 
deal only with controversies and another for those that prepare tax returns or ESL 
work. I suggest that we are speaking about one very large community and that all 
should be kept, at least for the time, under a single funding tent. All types of pro- 
grams should work together toward a common goal. 

Effective outreach brings in people so they have access to quality tax return prep- 
aration. What follows is that this should reduce or prevent the need for costlier con- 
troversy work and save considerable costs at the IRS and Tax Court. This is far 
preferable to shifting administrative costs to low-income taxpayers who can ill afford 
the burden. 

I leave it to others to speak about the LITC limits that require at least 90 percent 
of cases to be within 250 percent of the poverty level and that the amount at issue 
not exceed $50,000. At CTA, our limits are far lower — $18,000 for individuals and 
$26,000 for families (with discretion to go higher for large families — and we gen- 
erally do not lack for clients. We decided long ago that people with the lowest in- 
come get the highest priority and have kept to this principle even if a client with 
a higher income and a more interesting issue arrives. Our primary goal is to serve 
low-income clients, not give our volunteers a wider range of tax issues to develop 
their skills; this will happen over time. 

Again, I urge that funding for the LITC program be expanded significantly to 
meet the needs. If our nation can spend $117 million to administer the “rebate” pro- 
gram under the new tax law, and the administration is requesting $500 million over 
five years to speed up the processing of immigration applications, growing the origi- 
nal $6 million LITC appropriation by a multiple of at least two or three in the next 
year should be elementary. 

I close with an invitation to members of Congress and staff to visit CTA next tax 
season and see the extent of the problems that low-income taxpayers face. 

Thank you. 
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Chairman Houghton. Thanks very much. Mr. Coyne. 

Mr. Coyne. Thank you, Mr. Chairman. 

Mr. Rich, your testimony includes a recommendation that the 
IRS collection notices sent to low-income taxpayers include a stuff- 
er about the Clinic’s services. How does the appeal stuffer process 
work and would it work the same for collection notices? 

Mr. Rich. All the stuffer notices — it is a single piece of paper 
that says that if you are within 250 percent of the poverty level you 
can contact a low-income tax clinic, and it gives the University of 
Pittsburgh and I also think in our area it also gives the University 
of Duquesne number. 

By putting those in the collection notices — right now, the Tax 
Court issues — any Tax Court case calendared in Pittsburgh, a 
small case, they get a stuffer notice. Over in the appeals division 
that handles Tax Court cases with the IRS and also handles ap- 
peals of exams from taxpayers, they have our stuffer notices in the 
front window there; and the receptionist there always informs peo- 
ple of our existence. And also down in the first floor where walk- 
ins come in and ask questions, pick up forms, we have our stuffer 
notice there. 

But where we don’t have our stuffer notices and the people that 
aren’t getting them are the people that are getting the notices in 
the mail. Those are the notices that kind of just sit, and a lot of 
times we get envelopes that are never opened. Because people are 
just afraid when they get a notice from the IRS and they know 
they are not entitled to a refund, it is not usually good news. 

Once they get us involved — and, believe me, as soon as they find 
out all they have to do is sign a power of attorney and we will take 
care of them, all they have to do is just give us the information, 
it is a weight off of their shoulders. Right away they will jump over 
backward trying to get the information to you and trying to get this 
behind them. 

So from that perspective, the stuffer notice, to me it is a direct 
contact to the person that is going to have the problem; and it is 
something that we are not wasting a lot of money marketing and 
things like that. The tough part is — and from the IRS’ perspective, 
Nina might know better than myself — but I know a lot of people 
in collections, from the logistics, just to put another piece of paper 
in a letter is a lot when you got a whole lot of letters to do. 

You don’t want to give everybody a notice, yet at the same time 
there has to be some way to distinguish between an eligible tax- 
payer or somebody in that 250 percent of the poverty level area 
and somebody that wouldn’t be entitled to it. But if could you over- 
come that burden, you could inform taxpayers that have a real 
need, they open their first notice — because normally a lot of times 
they might open the first notice because they don’t know what it 
looks like, but, believe me, the second notice they know what it 
looks like. They look at that and say, oh, I can call these people 
for help. You know, it just gets them into the system. 

A couple of people we have had are non-filers where they, you 
know, they got a notice and they are looking for a tax return and 
they realize they can come to us. Now what we do is we send them 
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to the VITA program to get the returns done but then we coordi- 
nate with the IRS to make sure they are filed and all these sort 
of things. 

So it is actually also bringing people back into the system that 
have been out. Just having a buffer of somebody that they can 
come to and to inform them of that, I think is one of the biggest 
hurdles; and by using stuffer notices we can directly target the peo- 
ple that need our help. 

Mr. Coyne. Has the IRS been receptive to including stuffers in 
appeals notices? 

Mr. Rich. Yes, the appeals people are very helpful and the dis- 
trict council people have also been very helpful as well as the tax- 
payer service people. It is just collections, and I know in our area — 
98 percent of the people I have ever met at the IRS are nice enough 
to be your mom and dad. I know in our area collections has been 
tough over the years. 

For example, last year, there were seven seizures. I mean, sei- 
zures are very low, but in Monroeville, for Congressman Coyne, one 
revenue officer had three out of the seven seizures going. So I 
mean, we have a tough area to deal with; and by helping or inform- 
ing those collection taxpayers that we are available, I think we 
could help a lot of people directly and also help the IRS. Because 
the quicker they can dispense of cases, we are helping them with 
their backlog. 

Mr. Coyne. Thank you very much. Ms. Olson. 

Ms. Olson. I just wanted to comment on that. 

I serve on a team at the IRS that is addressing these types of 
issues, and one of the things we have been wrestling with about 
a stuffer is can we do it, first, on a national basis so we are not 
having to sort by zip codes and just putting one special one for the 
Pennsylvania clinics. Can we put one in that would list all of the 
clinics that are eligible just on the back of the stuffer? 

We are trying to see whether or not stuffers are the most effec- 
tive medium to communicate with taxpayers. We are wondering 
whether on a notice, in order to save costs, can we put just a little 
box on the front that is highlighted that says, call this number; and 
you will get a recording, you can key in your zip code and we can 
pull up, you know, the clinic in the area. It would be an 800 num- 
ber just dedicated to that. 

We are also looking at and we are asking for a counsel opinion 
about — just a sort of security that our collection folks or our cus- 
tomer service reps — when a taxpayer calls up and they are hear- 
ing that it is someone who is saying I don’t know what this is all 
about, you know, I don’t have any money, that we can unsolicited 
say there may be a clinic in your area. And then we have on their 
screen the employee working there would be able to pull down by 
zip code the clinics that are available and we can give then the con- 
tact number. 

So we are looking at some ways that might be more effective to 
communicate this information in addition to the walk-in and the 
brochures that we are putting out. 

The only other thing I would say is that down the road our print- 
ing capacities are being consolidated and that will allow us to do 
many more of the sorts at a much more efficient manner than it 
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would be now with the sort of archaic printing technology that we 
have. We do have a time line for that. It is not as fast as maybe 
some of the people would hope. We are looking for some inter- 
mediate ways to approach that. 

Mr. Coyne. Thank you very much. Thank you, Mr. Chairman. 

Chairman Houghton. Now we have got another time problem. 
Mr. Portman has got to leave at 7:15. So, Mr. Portman, would you 
like to inquire? 

Mr. Portman. Thank you, Mr. Chairman. I will probably see 
some of you at the airport. We are trying to catch flights. 

First of all, I appreciate your testimony and what you do every 
day. And we have one of the pioneers in Ms. Olson. I am glad you 
stayed around in this area. This, as you know, came up during the 
Commission quite a bit — in fact, Ms. Olson, help us — and Ms. 
Spragens testified — I recall, Janet, you were involved in the Com- 
mission deliberations on this. And probably some of you did as 
well. I apologize if I don’t remember your testimony. But 7526 — 
and it is also something that this panel has taken the lead on, as 
you know. Without Mr. Houghton, Mrs. Johnson, Mr. Coyne and 
now our new Member of the Ways and Means Committee from 
North Dakota or the Dakota 

Mr. Pomeroy. North. 

Mr. Portman. There would be no program. We not only started 
it, but every year — but we are the ones that write the letters to the 
appropriators saying give us the money. And this year, as you 
know, the Subcommittee has given another $6 million, it was re- 
ported out yesterday. So I think we are on our way to getting that 
again. But it is very tight, as you all know who work with the IRS. 

Ms. Olson, the IRS budget is going to be very tough this year. 
We again got a good mark up out of the Subcommittee, but we 
have to do it every year, and this group pushes that. 

But I have to make the point, that when we put this together it 
was about controversies with the IRS. It was not about tax prepa- 
ration. You remember, Ms. Spragens, when we came up with this 
idea it was a new idea building on an old system that has been out 
there for years. Those of you — I don’t know, Mr. Gold, you said how 
many years you have been at it in New York and then here. But 
this is decades old. 

But it was to focus not on the broader issue of how to prepare 
your taxes but when people with low income got involved with the 
controversy with the IRS where they could go. And some of the tes- 
timony, Mr. Book and others, have said, several of you have said 
we should perhaps set up a separate program for tax preparation 
or put more money in here for tax preparation. That is something 
we need to think about and talk about as a Subcommittee. Because 
that may be a different mission than what we at least had antici- 
pated. 

I look at the language — and Mr. Coyne was on the Commission 
with me. It says to represent low-income taxpayers in controversy 
with the IRS. And then it says, or to operate programs to inform 
individuals for whom English is a second language about their 
rights and responsibilities. 

It is under the ESL part of the statute that the IRS has ex- 
panded into tax preparation which isn’t really — I don’t think was 
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the intent of the Congress. That is only by way of saying that we 
would be supportive I think of expansion of the appropriation. It 
is not going to happen this year, in my view, but maybe next year 
we can provide some data about the need that would help us in 
that regard. And the more applications the better, more stuffers 
the better, which leads to more interest in places like Cincinnati, 
Ohio, will get some of these clinics applying so we can get them 
more and more involved. 

But the point is, I guess, that if you all think we are not focused 
enough on controversy and we are getting into these other areas 
and it should be a new program, we need to hear from you because 
it may be better to start a new program rather than try to expand 
on this one. 

When you looked at the funding over the years, we started off 
with $1.5 million, as I recall, try to find it here, then it went to 
$5 million, then to $6 million last year. We funded 72 percent, 
those who applied, which is a pretty high percentage. I don’t know 
what you got in terms of your criteria here. I assume there were 
a lot of good quality candidates who were turned down, but 72 per- 
cent is pretty high. 59,000 was the average. 

One way to do this, of course, is to reduce the amount you give 
so you can cover more people. Another is to increase the match. It 
is now 50/50. Maybe we should be trying a higher match for some. 
Other ways, to say after 3 years maybe you should graduate, sort 
of get on your feet and to find more private sources or other public 
sources. 

Anybody have any thoughts on those ideas? 

Let’s assume for the next year we are going to live within the 
$6 million budget. Mr. Rich. 

Mr. Rich. I know, Congressman Portman, in Pittsburgh getting 
private funds for this sort of thing would be next to impossible. We 
have just been through two stadium deals in Pittsburgh, and pri- 
vate funds and that sort of thing are very, very tight. With the city 
budget and the county in the Pittsburgh area, I think this is the 
only place that we can look. Now I am sure the university has 
other places to look, but I know personally that would be very, very 
tough to all of a sudden cut somebody off in the third year. 

Mr. Portman. Other comments on those options? 

Ms. Spragens. I can only speak to academic institutions because 
that is my frame of reference, but, as I indicated in my testimony, 
I think that it is very expensive to provide these kinds of programs. 
There are still many, many schools who have not opted into this 
program because of the expense. So I think that this idea of seed 
money to get things started in hopes that the program will be able 
to be self-supporting is not realistic. 

I think you are going to see a dropoff in clinics if they don’t — 
at least academic clinics, if they don’t 

Mr. Portman. I assume we are coming up on the third year for 
some of the original applicants so we will be going through that re- 
evaluation process. Are you concerned about that, Ms. Spragens, 
that some of these entities might not get their funding? 

Ms. Spragens. Am I personally concerned? 

Mr. Portman. Yes, having been one of the originals. 
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Ms. Spragens. Actually, my program was awarded a potential 3- 
year grant last year. So I am not immediately concerned about this. 

But let me just say that this program — and I don’t think I have 
to convince members of the Subcommittee how important this pro- 
gram is, but I think that it is more than just the settlement and 
resolution of individual cases. I think we are talking about building 
confidence in the system. I think we are talking about bringing 
low-income issues into more focus, more visibility before the IRS, 
before the media, into public debate, democratizing the case law by 
bringing these issues up. 

It seems to me this is a program that ought to be funded to the 
extent people are willing to leverage private resources and partici- 
pate in it. I think these are dollars so well spent that I am reluc- 
tant to respond directly to your question about how we can get peo- 
ple out of this program by increasing a match or 

Mr. Portman. I am talking about getting more programs in- 
volved. The point would be to get more bang for the buck by not 
having — let’s say 70 some percent were able to get funded this 
year. Let’s say next year, next fiscal year we can only get $6 mil- 
lion again, which I think is very likely, and we have more appli- 
cants because there are more stuffers and more interest and more 
people applying. How would you spread the wealth? Would you 
have smaller grants? Would you have just a lower percentage of 
grants given out? Would you require a higher match? Would you 
graduate some folks off who could do it on their own? 

I mean, the easy answer is, you know, $15 million; and I under- 
stand that. I think this Subcommittee would be your first place to 
support that, but that ain’t going to happen in my view this year 
given the budget. Maybe you will have better luck in the Senate. 

But that is what I am just wondering, if there is ways to restruc- 
ture the program to respond to the need. 

I don’t need to take up any more of your time. I also have to 
catch my flight. But, again, thank you all very much for what you 
do every day. 

I will yield to Mr. Pomeroy and the Chairman. 

Mr. Rich. Congressman Portman, one thing, if you did have to 
cut programs I would recommend reducing the grants versus cut- 
ting sites. Because these things — cases are started in the pipeline, 
and especially with offers in compromise and things it takes a long 
time to deal with the IRS and to resolve a controversy. So to stop 
something midstream with something that has really caught on 
and really helps people would be I think detrimental. I think the 
programs might be able to pick themselves up by the bootstraps if 
you cut their allowance versus cutting it off. You know, just reduce 
it. So if you are thinking of something like that, I would tend to- 
ward reducing it. 

Mr. Portman. The funding would stay level but there would be 
a lot more interest and more applicants as there have been every 
year. 

Mr. Rich. These programs like North Dakota — I am sure there 
are a lot of people out in North Dakota that could really use this — 
farmers, people that are self-employed, that don’t have any place 
to go that get in trouble with estimated tax payments. You don’t 
pay this year and it just snowballs up on you. 
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Chairman Houghton. Thanks very much. Mr. Pomeroy. 

Mr. Pomeroy. Have a safe flight, Congressman Portman. 

I want you to know, panel, that this is an absolute first in my 
legislative experience. This is a Subcommittee receiving testimony 
after 7:00 at night after the last vote of the week. Only the compel- 
ling power of the Chairman and the dazzling presentations of the 
panel would have created this kind of critical mass of legislative 
participation; and it really has been very, very interesting. 

Ms. Spragens, staff has been telling me of your involvement prior 
to my time on the Committee in terms of taking this from an AU 
program and advocating for some Federal support to get it more 
broadly extended. Has it worked as you had hoped? 

Ms. Spragens. Mr. Pomeroy, I think it is a dazzling success. I 
couldn’t be prouder of the number of clinics that — I mean, I take 
no personal — I didn’t do it. 

Mr. Pomeroy. Modesty noted. 

Ms. Spragens. The answer is, yes, I am very happy with the pro- 
gram. As I said, it is now just a victim of its own success. It has 
gotten so successful it just needs more money to keep going. 

Mr. Pomeroy. Have a safe flight, Professor Rich. 

What are your matching sources? 

Ms. Spragens. My organization? 

Mr. Pomeroy. Generally, where do you get matching funds? 

Ms. Spragens. The academic clinics are supported by the law 
school, and the law school does not draw a distinction between of- 
fering a clinic course and offering contracts or torts or securities 
regulation or any other course. However, it is very expensive edu- 
cation because of the low faculty-student ratio and all the collateral 
costs. We don’t have 

Mr. Pomeroy. Thinking back to my law schooldays there wasn’t 
a malpractice premium high enough to cover my exposure if I was 
doing tax returns for other people or helping people resolve con- 
flicts, so I do understand that one. And then the law school’s par- 
ticipation is in kind toward the Federal grant dollar then? 

Ms. Spragens. We overmatch. We contribute so much money. I 
am very proud of my school, that we have made such a commit- 
ment to this program. Between salaries and secretarial help and 
equipment, I mean we just overmatch. So we have never had a 
problem with the match. I think nonprofit organizations which are 
dependent on raising private funds are much more at risk for de- 
veloping a match. 

Mr. Book. My experience at Villanova is similar. Our institution 
is well above the match amount in light of salary and equipment 
for the clinic computers and space and secretarial assistance. 

Ms. Olson. Congressman Pomeroy, when I ran the Community 
Tax Law Project, the first year that I ran it I sent out 30 grant 
applications to both State, local and national foundations; and I got 
30 very polite “your idea is wonderful but, you know, we don’t have 
the funds for it.” Over the years we slowly built up something from 
community foundations and from the bar association and the bar 
foundation. 

But I also went up to the general assembly of Virginia for 3 
years in a row. The first 2 years we were turned down in our re- 
quest roundly, and it wasn’t until the third year when I was actu- 
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ally able to wave a piece of paper in front of them. You see this? 
For every dollar you give us, we bring in another dollar. We got 
this IRS match. Then we got the appropriation. So now the Com- 
monwealth of Virginia funds the Community Tax Law Project to 
the tune of $50,000 a year. 

Mr. Pomeroy. As I pitch this back to North Dakota to the dean 
of the law school, what can you tell me about what the students 
have gained from their participation in the program? 

Mr. Book. From a student’s perspective it is a great educational 
experience. They are getting a lot of practical training in skills like 
interviewing, counseling, negotiating. They are getting an oppor- 
tunity to work with a difficult substantive area in the law. They 
are getting the opportunity to get client contact at an early stage 
in their young careers. 

They are also getting a very important sense of the importance 
of pro bono work and public interest work that hopefully can carry- 
over in their professions. Many of my students will be going on to 
doing work at corporate law firms or nonpublic interest work, but 
a lot of them are still involved and interested in the sorts of work 
that is done by our clinic and other organizations. So skills and 
public interest exposure is very important. 

Mr. Pomeroy. Ms. Spragens, the same? 

Ms. Spragens. The kinds of experiences they get are turning out 
better lawyers. They are lawyers who have had client contact. And 
you would be surprised what students don’t know. I mean, the 
smartest students who are going on to 

Mr. Pomeroy. Having been a student, no, I wouldn’t be sur- 
prised. 

Ms. Spragens. To earn very large Wall Street salaries and so on. 

One student — whenever a student sends out a letter, I have to 
approve it even if it is a form letter. And a student brought in a 
letter, and it was a very good letter. I said fine, send it out. And 
I don’t even know why I said this, but I said be sure to put a copy 
in the file, and the student said good idea. You know, I mean it 
is just silly little things that people don’t know about how to keep 
a file, how to write a memo to the file, what to wear to an inter- 
view. I mean, they are all the things that Les said about learning 
about how to interview, how to negotiate a settlement agreement. 

But just basic lawyering skills are developed there, the clinical 
model, in ways that they just aren’t throughout the law school cur- 
riculum. So it is very good education for the students; and, of 
course, the by-product is that it serves a need in the community 
that is in large part unmet and, as I said, has these ripple effects 
as well. It is a win-win program. 

Mr. Pomeroy. Thank you very much. Thank you, Mr. Chairman. 

Chairman Houghton. Thank you very much. 

I have just got one question here because it is late. What do you 
think about all of this, Ms. Olson? 

Ms. Olson. I am a little biased. I think, as Janet does that — Ms. 
Spragens does, that the low-income taxpayer clinics are extraor- 
dinarily important. And the most important part of it is the trust 
that taxpayers get back into the system, you know, that they are 
getting a fair shake. It keeps people in the system. 
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I wish that we had enough money to fund all of the ones that 
are applying. I know that the Service’s highest priority in the next 
go-around is going to be with, you know, with the applicants com- 
ing in, if there is any money, if some groups are going out maybe 
because they are not performing in the way we need or something 
like that or if we make those hard choices about cutting the 
amount that we give — and I don’t have any inside track on that at 
this point — that we are going to the areas that are geographically 
unrepresented, that we at least get them in every single State. 
That is a very important criteria for us at this point. 

I have always had ambivalence about the funding of the tax 
preparation. As Congressman Portman pointed out, I don’t think 
that was the original intent of the statute, to fund tax preparation. 
I do know that that was a call that chief counsel made within the 
IRS to interpret education and outreach as tax preparation. And I 
think that a good fit would be to relook at the statute and create 
a separate provision for tax preparation and that we think about 
that as a different issue. But I don’t recommend defunding tax 
preparation now. I think that these programs that are being fund- 
ed have a great degree of value. 

Chairman Houghton. Thank you. Mr. Gold. 

Mr. Gold. One of the ways that programs preparation, which is 
what we do primarily at Community Tax Aid, but we do represen- 
tation as well and can work together with controversy clinics en- 
tirely — with Ms. Spragens’ clinic, their students are able — as with 
any law school, are admitted to practice only before the IRS and 
Federal and the Tax Court. They cannot practice before State 
courts. They had an issue with an offer and compromise for both 
Federal and State, and we are working cooperatively where one of 
our lawyer volunteers is handling the State offer and compromise 
so that the taxpayer is indeed getting a full, complete service with 
friendly cooperation and it works out very, very neatly. 

In terms of funding, by the way, our group has been very, very — 
found it very, very difficult to get funds from the accounting world 
where, with a growing number of large law firms in the metro D.C. 
area, we are going to start seeking funds from some law firms. But 
it has been very, very difficult. 

One other last thought and brief one that I would like to leave 
you with is, for the 90 million taxpayers who fit in the category of 
illiterate or functionally illiterate, for them taxes are a foreign lan- 
guage; and we have to make sure that they speak that language. 
A term like “head of household” or “dependent” has a highly tech- 
nical meaning; and most of these people don’t have the slightest 
clue and find it very, very difficult to understand how to comply. 
Even the booklet explaining the earned income credit runs — I for- 
get how many pages this year — 54 pages, something like that. It 
is close to 60 pages. That is a heck of a read for somebody who 
doesn’t read and comprehend and understand very quickly. 

Chairman Houghton. Thank you. 

Ms. Spragens or Mr. Heavner, have you got any final words? 

Ms. Spragens. No, Mr. Chairman, I don’t think so. Thank you 
for the opportunity to 

Chairman Houghton. We thank you very much for being here 
and — all of you — really appreciate it, the late hour. 
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How about you, Mr. Heavner? 

Mr. Heavner. Mr. Chairman, I would like to thank the Com- 
mittee again for having us. 

Just as a final thought that I didn’t get to highlight, that as we 
increase — I think it was Ms. Spragens who mentioned the taxpayer 
Bill of Rights, and we have been seeking to increase taxpayer 
rights with each consecutive step, and opportunities for due process 
for taxpayers. Without the likes of the clinics, all the clinics doing 
the different things they are doing, how can we really have access 
to due process without the continued efforts of the clinics? 

So we thank you for your support and staying at this late hour 
and hanging with us to hear our comments. 

Chairman Houghton. Thank you. 

[Whereupon, at 7:30 p.m., the hearing was adjourned.] 

[Submissions for the record follow:] 

Statement of the Center for Law & Human Services, Chicago, Illinois 

Why Federal Support is Needed to Expand Free Community-Based Income 
Tax Assistance for Lower Income Taxpayers 

Background 

The growing complexity of federal tax law has created a significant burden for 
millions of hard working, low-income taxpayers seeking to comply with the tax code. 
For example, the Earned Income Tax Credit (EITC) arguably the most important 
federal benefit program for millions of working poor families and individuals, is ex- 
plained in a 56 page instruction booklet that includes up to six separate worksheets. 

The Problem 

Not surprisingly, taxpayers claiming the EITC rely on paid tax preparation serv- 
ices at a significantly higher rate than the general population. Paid tax preparers 
typically charge $100 or more to prepare a tax return that includes the EITC, a sig- 
nificant financial burden for low-income taxpayers. Many also pay up to $200 extra 
for a Refund Anticipation Loan (RAL), a short-term loan that is aggressively mar- 
keted to EITC recipients. In total, it is not unusual for low-income taxpayers to 
spend up to 3% of their annual income on tax related services. 

Although the IRS provides in-kind support and training for the Volunteer Income 
Tax Assistance (VITA) program, community-based organizations must secure oper- 
ating revenue from local sources. The IRS does not currently provide any direct fi- 
nancial support for the program. Local VITA programs are staffed almost entirely 
by volunteers, many of whom contribute dozens of hours of their time during tax 
season. Most VITA programs prepare simple returns and will not provide assistance 
to millions of self-employed persons with 1099 income. VITA programs rarely pre- 
pare prior year returns or amended returns for low-income taxpayers who are due 
a refund. 

The Treasury Department recently issued a report indicating a relatively high 
non-compliance or error rate among taxpayers filing EITC returns. Factors impact- 
ing the error rate include: the administrative complexity of the EITC, literacy bar- 
riers faced by many low-wage workers, the high cost of tax preparation services that 
drives many people into preparing their own returns, and the lack of free tax assist- 
ance in many communities. Many low-income taxpayers also fail to file a return, 
leading the IRS to announce that up to 1.6 million taxpayers had not claimed $2.4 
billion in refunds from tax year 1997. 

Under the capable leadership of IRS Commissioner Rossotti, the IRS has greatly 
expanded its commitment to customer service. Hundreds of IRS employees provide 
taxpayer assistance and education. During the 1999 tax filing season, IRS staff com- 
pleted 850,000 federal income tax returns. As the IRS implements its ambitious re- 
organization plan with limited funding for the effort, there appear to be diminished 
resources for taxpayer assistance. 

The Solution 

The many problems of low-income taxpayers present a clear and compelling ra- 
tionale for the IRS to expand its support for free community-based income tax as- 
sistance. The current Low-Income Taxpayer Clinic (LITC) program funds tax prepa- 
ration assistance only to English-as-a-Second-Language (ESL) taxpayers. A grant 
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program can and should be built on the experience and successes of the LITC pro- 
gram, while remaining administratively distinct from it. A new funding initiative 
such as this could be administered by the IRS and support cost-effective programs 
operated by local non-profit sponsors, allowing them to secure matching funds pro- 
vided by private and public sources. An initial investment in the amount of $6 mil- 
lion, matched by an equal amount of local funds, will train and place sufficient vol- 
unteers to complete as many as 480,000 tax returns. 

A $6 million investment by the IRS could save the agency untold millions of dol- 
lars by leveraging the resources of non-profit organizations who are positioned to 
recruit thousands of new volunteers. Grant supported tax preparation assistance 
programs would be expected to provide professional supervision for volunteers, and 
to further assure the taxpayers receive a full range of needed assistance. For exam- 
ple, grant supported programs would complete prior year returns for non-filers; 
amend prior year returns for taxpayers who made errors or omissions; and complete 
relatively complex returns for self-employed taxpayers. 

Further, such a program could: 1) reduce the time IRS staff must spend to field 
calls and deal with inquiries from low-income taxpayers; and, 2) encourage more 
non-filers to join the more than 120 million law-abiding American taxpayers. 

Access to capable free tax preparation assistance will improve overall compliance 
rates, and also improve levels of participation in the EITC by eligible families. This 
initiative will also increase opportunities for low-income taxpayers to file their re- 
turns electronically as community based tax preparation assistance programs will 
have an incentive to expand their currently limited technological capacity. This, in 
turn, will further drive down IRS return processing costs and further the agency’s 
goal of expanding e-filing rates among all taxpayers. 

Such a program would also be welcomed by many states that have modeled as- 
pects of their state income tax on the federal tax code. Recently, Glen L Bower, Di- 
rector of Revenue for the State of Illinois testified before the U.S. regarding tax com- 
plexity and the EITC. With Illinois having recently joined twelve other states with 
state EITC’s, Director Bower called for the federal government to “provide addi- 
tional resources to allow the IRS to assist taxpayers who cannot afford to get to a 
(paid) preparer, — and assure Illinois and other states receive accurate returns.” 

Recently enacted tax legislation provides certain valuable new tax benefits for 
lower income families, but unfortunately adds additional layers of complexity — and 
new forms to be completed and filed. It is incumbent upon Congress to expand sup- 
port for free community based tax preparation assistance for all lower income tax- 
payers. Such support can bring tens of thousands of low-income workers into the 
taxpaying "mainstream" by successfully addressing the obstacles and barriers they 
face. 

For more information contact: David Marzahl, Center for Law & Human Services 
dmarzahl@centerforlaw or (312) 252-0280 Michael O’Connor, 

moconnor@centerforlaw.org or (773) 262-2199 


University of Missouri-Kansas City 

School of Law 
Kansas City, Missouri 64110 

July 25, 2001 

Allison Giles 
Chief of Staff 

Committee on Ways and Means 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Ms. Giles: 

We submit this letter in response to your invitation for comments from partici- 
pating institutions in the Low Income Tax Clinic Program. The Graduate Tax Law 
Foundation of the University of Missouri — Kansas City Law School established an 
LITC two years ago. The clinic has been contacted by nearly 200 persons seeking 
assistance with federal tax matters. It has entered into representation agreements 
with approximately 75 persons. Almost all of the clients have serious financial dif- 
ficulties. For example, during the period January 1, 2001 to June 30, 2001, two- 
thirds of the single clients had yearly incomes less than $16,000. The clients with 
two-member families often had even lower yearly incomes — more than one-half of 
the families with two members had yearly income of $15,000 or less. Such individ- 
uals could not afford to obtain assistance through private lawyers or accountants. 
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Many of the clients are divorced mothers supporting children often without any 
support from the child’s father. It makes a tremendous economic difference for these 
persons to receive an earned income credit that was erroneously denied. We also 
have divorced mothers seeking innocent spouse relief. The process by which the In- 
ternal Revenue Service reviews innocent spouse claims is lengthy and many such 
claimants would simply have to give up if the clinic were not available. For example, 
the clinic assisted one client in making a request to the Cincinnati Service Center. 
The service center then requested additional information that was provided. Nearly 
one year later the service center sent the request to a local Internal Revenue Service 
office, which requested still more information. This taxpayer was unemployed when 
the case was transferred to the local office and could not have paid a representative 
to continue pursuing the claim. Low income tax clinics permit such individuals to 
at least complete the process of seeking relief. 

This clinic also serves an educational function within the law school by training 
law students in the tasks of interviewing clients and making presentations before 
a federal agency. This type of hands on experience is a valuable supplement to the 
student’s academic training. 

We hope that Congress will continue to fund low income tax clinics and that, if 
possible, the amount appropriated for this purpose will increase. 

Respectfully submitted, 


Edwin T. Hood 
Faculty Advisor 
Kansas City Tax Clinic 


University of North Carolina at Greensboro 

Greensboro, North Carolina 27402-6165 

July 10, 2001 


Dear Representatives: 

The Department of Accounting at the University of North Carolina at Greensboro 
has established a Low-Income Taxpayer Clinic with grants received from the Inter- 
nal Revenue Service. The Clinic has received grants from the IRS since 1998. We 
are currently in the first year of a three-year grant. The Clinic is the only Low-In- 
come Taxpayer Clinic in North Carolina and South Carolina. We are writing to pro- 
vide to you information on the number of taxpayers assisted. 

The focus of the Low-Income Taxpayer Clinic at UNC-Greensboro is on English 
as a second language taxpayers. For ESL taxpayers we provide any type of tax as- 
sistance needed, including income tax return preparation, filing for a taxpayer iden- 
tification number, and help in dealing with the IRS. In 1999, the Clinic assisted ap- 
proximately 100 taxpayers. In 2000, that number rose to over 600. Since January 
2001, we have assisted more than 1,100 ESL taxpayers (see attached spreadsheet). 
The Clinic has also reached thousands more with informational brochures, presen- 
tations, and advertisements. During the 2001 tax season we began presenting infor- 
mation to non-resident students at area colleges and universities to assist them in 
filing their income tax returns. We estimate that we have reached over 500 non- 
resident students. The Clinic also provides the Department of Accounting the oppor- 
tunity for its students to receive hands-on experience in working with clients, as 
well as the IRS. 

Please feel free to contact us if you have any questions concerning the Low-In- 
come Taxpayer Clinic. 

Sincerely, 


Angel Tharrington, CPA 
Low-Income Taxpayer Clinic 


Low-Income Taxpayer Clinic 
UNC-Greensboro 
Assistance Provided 
January 1, 2001-June 30, 2001 
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Estimated ESL Taxpayers Assisted 


Date 


2/4/2001 

2/10/2001 

2/11/2001 
2/13/2001 
2/17/2001 
2/22/01 & 3/26/01 
3/5/2001 
3/9/2001 
3/10/2001 
3/15/2001 
3/18/2001 
3/18/2001 
3/20/01 & 3/21/01 
3/31/2001 
4/1/2001 
2001 


Location 


St. Julia’s Catholic 

Siler City, NC 

FaithAction 

Greensboro, NC 

Clemson University 

Clemson, SC 

Christ the King Catholic Church .... 

High Point, NC 

A&T State University 

Greensboro, NC 

Blue Ridge Community Health Ser. 

Hendersonville, NC 

NC State University 

Raleigh, NC 

Southeastern Baptist Seminary 

Wake Forest, NC 

Queens College 

Charlotte, NC 

FaithAction 

Asheboro, NC 

Guilford College 

Greensboro, NC 

Catholic Social Services 

Asheville, NC 

Christ the King Catholic Church .... 

High Point, NC 

UNC-Greensboro 

Greensboro, NC 

UNC-Wilmington 

Wilmington, NC 

St. Julia’s Catholic Church 

Siler City, NC 

Applications & Tax Returns We 

Receive Through The Mail 

Total 


Income Tax Returns 


W-7’s 

(Federal 

and 

State) 

Non- 

resident 

Presen- 

tation 

85 

42 


20 

11 

130 

26 

25 



24 


47 

32 

200 



45 



15 

12 

4 

15 

33 

4 


9 

29 

120 



40 

26 

62 


19 

43 


277 

276 

565 


Total ESL Taxpayers Assisted Jan- June, 2001 


1118 


Total Low-Income Taxpayers Assisted with IRS 
Issues. 


10 


Total Taxpayers Assisted Jan-June, 2001 


1128 


o 



